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Adjust Your Investment List 
to the Autumn Market Outlook 


OW is the time to undertake the revision of your investment 
portfolio so as to bring it into line with the economic prospect, 
the earnings outlook, and the autumn market trend. 


HE new response of securities to the change in the business 

situation is not based upon hopes and expectations. Enough is 
known of third quarter business, supplementing the reports already 
in hand for the first half of the year, to enable you to shape your 
investment policies along definite lines. 


ITH our aid you are placed immediately in position to know 
(a) just which of your present holdings should be retained 
regardless of intermediate market fluctuations, (b) just which 
should be disposed of even though current market activities may, 
superficially, suggest otherwise, and (c) what replacements to make. 


OLLOWING the revision of your portfolio and the adoption of 

the investment program especially prepared in accordance with 
your requirements and objectives your progress is kept under personal 
supervision and every step is specifically directed by us. Opportune 
buying suggestions, selling recommendations, attractive replacements 
—all fit exactly into your portfolio and resources, for everything is 
personal and individual. There are no group advices; nor any specu- 
lative recommendations. 


The cost is moderate. For complete information clip and mail the 
coupon below—or write a letter if you prefer. 


Send for this pamphlet today 


Taz FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 


supervisory service would assist me to adopt a progressive investment prog-am. I enclose 
a list of my investments (showing the number of shares and their original cost) to guide you 
in telling me just how The Financiai World Research Bureau will aid me. 9-6-33 
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The 
Market Situation 


@HIGHLIGHTS P 


. Gold order regarded briefly by markets, 
then discarded as a factor of importance 
— Bonds showing no fears of inflation 
threats — Stock trend line continues up- 
ward, despite dull trading — Third quar- 

ter earnings will be mixed 


UDGING from the action of the stock market as 

a whole, last week’s modification of the Adminis- 

tration’s gold policy seems to have left the general 
public in a more confused state of mind than ever 
concerning the prospects for early inflation of the 
monetary structure. Snap judgment resulted in a sharp 
run-up in prices during the last hour Tuesday, imme- 
diately following publication of the gold announce- 
ment. More sober consideration led to the conclusion 
that little had been changed by the new order, other 
than the sales status of the gold mining companies. So 
far as the latter were concerned, previous price ad- 


vances apparently had more or less fully discounted 
such a development and Wednesday’s session closed 
with the gold stocks showing losses on the day. 


{? IS becoming apparent that more than mere 

gestures of the inflation needle are necessary to 
bring the market out of its state of lethargy. Not 
only did the gold order fail to have more than a tem- 
porary effect, but resumption of comparatively large 
scale buying of Government securities by the Federal 
Reserve a week ago (a step in credit inflation) was 
followed by only a moderate one-day rally. Although 
stocks have been neglected by the public, with trading 
during the entire month of August averaging less than 
two million shares a day, the movement of the price 
averages continues to form an ascending pattern and 
on the whole the picture must be regarded as encour- 
aging. From July 31 to August 30, industrials as 
measured by the averages moved up about 13 per cent, 
rails advanced 16 per cent and utilities, still lagging 
but doing somewhat better than holding their own, 
were up 4 per cent. This improvement in the general 
market picture occurred in the face of the seasonal 
recession in business and without more than merely 
temporary stimulation from inflation reports or indi- 
Cations. It appears clear that little stock has been 
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pressing for liquidation, and consideration of all the 
factors involved leads to the conclusion that promising 
issues have been under accumulation. 


THE industrials last week were about 17 per cent 

below their mid-July high point, with the rails 
and utilities both about 18 per cent under the 
best levels reached in that month. Nevertheless, a 
number of individual issues at the end of August were 
selling higher than their prices of July 18, the day 
before the mid-year decline. Continental Can and 
Union Pacific, for instance, not only made up all of 
their previous loss, but showed a net gain of three 
points for the six weeks. Allied Chemical and Air 
Reduction both showed a gain of about five points, 
and U. S. Smelting was up fourteen points. Other 
stocks of equal prominence also were higher. Thus 
more discrimination is coming into stock movements, 
and in coming months this discrimination may be 
expected to become more marked. 


‘TALK is already being heard of what the third quar- 

ter earnings reports will probably show. On the 
whole, they should make a somewhat better picture 
than those of the second quarter of this year, but indi- 
cations are that divergent trends will be shown by 
individual companies, with a number temporarily 
unable to equal their record of the preceding three 
months. Such a situation may, of course, result in 
further lack of uniformity of stock price movements 
as switches are made out of the earnings laggards into 
others that, for the time being, at least, find them- 
selves in a better position. On the basis of the general 
improvement that is indicated for the period further 
ahead than the current quarter, however, retention of 
the stocks of sound companies is warranted and the 
patient investor is justified in expanding his holdings 
upon favorable opportunities. 
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Notg: The Stock Averages were firm last week gett | no im- 
portant trend in either direction. Volume of Sales was irregular 
with day-to-day trading fluctuating between two million and three 
million shares. A moderate gain was recorded in the number of 
Issues Traded but Brokers’ ns continued to drift downward. 
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Trend 
Things 


Digest and interpretation 
of business and financial 


developments 
With general anticipation of — better 
things “after Labor Day,” business con- 
eiaens tinued its sagging tendency up to the end 
Ready to of August although the rate of decline dur- 
Resume ing the past week or two was materially 


diminished. Separating the business pic- 
ture into its component parts, it will be found that not all 
lines have been participating in the seasonal recession. 
Freight traffic, for instance, has been giving a good account 
of itself, sustained car loadings in the merchandise and mis- 
cellaneous classifications doubtless reflecting some stocking up 
in anticipation of autumn needs. 

Periods of hesitation such as that furnished by the month 
of August can hardly help engendering some uncertainty in 
the minds of a portion of our populace, particularly when 
the course of the business curve in recent weeks is con- 
trasted with the vigorously advancing trends established 
during the preceding four months. Perturbation on the point 
of the permanency of the recovery movement appears to be 
groundless. Not only was the seasonal recession long over- 
due, but examination of trade statistics abroad discloses the 
world-wide nature of the business improvement. As a mat- 
ter of fact, in both England and France the up-turn oc- 
curred about the middle of 1932, just as it began here at 
that time. the difference being that the banking difficulties 
in the United States prior to March interrupted the American 
recovery whereas abroad the improvement continued with 
little regard to our banking crisis. 

Of course, the immediate effect of the adoption of the 
NRA codes in many cases will be temporarily reduced profit 
margins; continuation of the upward trends in prices and 
volume—together with the important factor of operating 
economies that have been effected-—will more than offset 
the additional costs incident to the recovery program. The 
fundamentals underlying the business improvement are 
basically sound, and there is no reason for looking for other 
than a resumption in the near future of the trend that sea- 
sonal factors have temporarily interrupted. 


Relaxation of the gold embargo by execu- 


Significance tive decree followed closely upon the heels 
of the of the visit of Governor Norman of the 
Bank of England and Governor Harrison 

Gold Order 


of the Federal Reserve Board to President 
Roosevelt, but it is probable that that visit 
had little to do with the change of regulations, or that the 
liberalization of the gold rules was made primarily as a ges- 
ture of inflation. Under the pressure of rising operating 
costs, numerous American gold mines have been on the point 
of having to shut down if the old price of $20.67 per ounce 
were maintained. Such mines will of course be the greatest 
beneficiaries of the order permitting sales at the world price 
for the metal: industries in this country using gold will be 
adversely affected. 

The economic effects of the new gold situation will be dual. 
Ability to obtain the higher price for their output will doubt- 
less result im an acceleration of the gold miners’ production. 
with the increased supply tending to depress the world price 
for gold, 1€., raise the world price for other commodities. 
The domestic side of the picture is that sales of gold abroad 
will build up a demand for dollar exchange, strengthening 
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the dollar quotation in the foreign exchange markets. Thus 
the theorctical net result will be slightly inflationary on the 
world situation and somewhat deflationary on the domestic 
situation. The effect on purely domestic prices is none what- 


ever, 


The pressure of idle funds seeking em. 
ployment last week became so great that 
official call money rates went to the lowest 
level in history, three quarters of one per 
cent. Even at that, funds have been 
available in the “outside” market at only 
one half of one per cent. On the face of it, the situation js 
anomalous. On one hand we have the Administration in. 
structing the R.F.C. to make provisions for loans to members 
of the NRA because, as the head of the latter has publicly 
stated, the country’s commercial banking system is not do- 
ing its part in the recovery program. ' On the other hand, 
the banks have been able to find so little to do with their 
funds that excess reserves have piled up to the amount of 
4650 millions or more, Of course, the bankers say that they 
are not only willing but eager to make loans—to acceptable 
borrowers, Idle funds make no profits for the banks or their 
shareholders, and the banks naturally are in business to earn 
profits. But the facts of the matter seem to be that after 
the crisis in which the banks found themselves not so many 
months ago, they still are very particular in the acceptance 
of risks and it is this spirit of ultra conservatism to whieh 
the Administration objects. 

In the last analysis, whether loans are made by the banks 
or by the R.F.C., the credit employed will come from the 
banks themselves, for they are the source of the funds’ the 
Government obtains to turn over to its credit agencies, Ey- 
amination of the figures suggests that there has not been 
as much change in the banking situation in the past year 
as might appear on the face of the statements. Federal 
Reserve reporting member banks as of August 23 showed 
commercial loans down nearly $600 millions from a year ago, 
but their holdings of Government securities were up more 
than $900 millions, with a significant portion of the latter 
having gone to industry in one form or another whereas 
under normal conditions loans would have been made direetly 
to business. The situation, however, is not one that will 
last very long. Never in history have tremendous amounls 
of banking credit remained idle indefinitely, for to hold 
them in unemployment would mean dropping out of busines 
by one bank after another. The first sign of a reversal of 
policy will be an upward trend in the banks’ holdings of 
securities other than Governments, with expansion of com- 
mercial loans following soon afterward. 


Money Rates 
At New 
Low Levels 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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__PHE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new buildin contracts, electric power 
production, automobile output, steel mill activity, and merchat 
dise, miscellaneous and less-than-carload freight traffic. Adjust 
ments have been made for normal seasonal variation, and the 
average for the four years 1925-1928 is used as the base. 
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Utilities Under 


* 


will long be remembered in the 

public utility field. In the face of 
agitation for rate decreases throughout 
the country, the utilities have been 
saddled with the one-tenth of one per 
cent capital stock tax, they have drawn 
up and submitted a code of practice 
under the NRA that will materially 
increase operating expenses, and on 
September 1 occurred the shift from 
the consumer to the utility companies 
of the three per cent tax on domestic 
electric consumption, capping a series 
of events having an adverse bearing 
onearnings. For the utilities, the New 
Deal so far has largely meant new 
burdens apparently designed to curtail 
earnings. In basic fundamentals, there 
are numerous points of similarity be- 
tween the utility industry and the rails. 


Git tong 1, 1933 is a date that 


Rate Cuts Ordered 


In the matter of their  respec- 
tive treatments at the hands of our 
various governing bodies, nearly all 
similarity ceases. For instance, early 
last month the Interstate Commerce 
Commission refused to order a blanket 
reduction in all freight rates. Less 
than a week later it also refused to 
cut the rate on soft coal, a highly im- 
portant classification 
of freight traffic. The 
various state commis- 
sions charged with 
regulation of the 
utilities, however, 
have shown no such 
solicitude for the com- 
panies under their 
jurisdiction, the most 
recent (and perhaps 
most widely pub- 
licized) development 
supporting this obser- 
vation being the rate 
cut order made on 
Consolidated Gas of New York and its 
several subsidiaries and affiliates. 

So much for the general position in 
which the utilities find themselves. The 
important question to the owners of 
the industry’s $13 billions of securities 
is whether or not future prospects are 
such as to warrant retention of their 
holdings. Under the Blue Eagle, costs 
will increase. The president of Public 
Service Corporation of New Jersey re- 
cently stated that adoption of the 
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Increased costs of operation and 
continued clamor for rate reduc- 
tions have so far been the utilities’ fare 
under the new deal. Can we look for an 
early change in this situation, or is the 
future even more beclouded? 


utility codes will mean a $2 
million rise in operating 
costs for his company, a 
figure that compares with 
$17 millions available for 
the common stock last year, 
and amounts to about 40 
cents a share. Another 
large company’ which 
grossed well over $100 mil- 
lions last year estimates its additional 
costs under the code at about 32 per 
cent of the amount available in 1932 
for its common stock. A third com- 
pany, which showed about $5 mil- 
lions applicable to its junior shares 
last year, estimates about $3 mil- 
lions as being its annual cost of 
adhering to the code. Those in- 
roads into earnings are not the 
only ones that the utilities have 
been called on to bear under the 
recovery program. The three per 
cent tax on domestic consumption 
will mean another $1.2 million burden 
to Public Service of New Jersey and 
one of about $1.5 million to the second 
company referred to above. Estimates 
have been worked out on most of the 
other companies (F. W., June 14, 1933). 

The tax on capital, taken alone, is a 
relatively unimportant addition to the 
expense account, but goes to increase 
the total burden by $200,000 for Public 
Service, for instance. And, under the 
recovery program, costs of materials 
used are bound to increase. Eleven 
cents of each dollar received by the 
average utility company goes for fuel 
and an additional ten cents for other 
material and supplies, so that even a 
ten per cent increase in the costs of 
such items would mean an increase of 
about $34 millions for 
the public utility in- 
dustry as a_ whole. 

The tax on capital 
and the assumption 
of the three per cent 
tax on domestic con- 
sumption are, of 
course, mandatory 
upon the utilities, and 
clearly afford grounds 
for the companies to 
apply to their respec- 
tive public service 
commissions for rate 
increases off-set 
the additional burdens. But what of 
the adoption of the NRA codes that 
also will result in expanding expense 
accounts? The adoption of the codes 
is, in theory at least, purely voluntary. 
Would the costs incident thereto also 
furnish a basis for higher rates? Al- 
though the utility commissions pre- 
scribe many things that the companies 
ean do and cannot do, they have not 
yet assumed dictation toward the 
reasonable and prudent expenditures 


by management in the normal conduct 
of the business. And who is there that 
will say that signing up under the 
Blue Eagle is not a reasonable and 
prudent thing to do? 

On the basis of the facts outlined 
above, the utility companies appear to 
have a clear-cut case calling for rate 
increases. But in the opinion of the 
president of one of the country’s 
largest utilities, ninety per cent of the 
companies will absorb the increased 
costs without asking for higher rates. 
The exceptions, according to this ex- 
ecutive, will be found 
largely among those 
companies that already 
are operating under 
rate structures that 
are wholly inadequate. 
The immediate result 
of this “play-ball” 
policy of the industry 
as a whole will inevita- 
bly be reduced earnings for stock- 
holders. This is a situation, however, 
that need give no alarm to the longer 
term investor. The curve of electric 
demand is definitely upward, and with 
sales increasing the average utility 
company in the not far distant future 
will be in a position where the addi- 
tional costs can comfortably be ab- 
sorbed, thanks to the operating econo- 
mies that have been instituted in 
recent years. One large utility com- 
pany estimates its total] increased ex- 
penses under the NRA codes and new 
taxes at about $3.5 millions annually. 
As an off-set when sales of electrical 
energy reach more normal proportions, 
is the fact that operating economies of 
$9 millions a year have been made 
since the end of 1929, the bulk of which 
could be retained even with output 
again running at the comparatively 
high levels of 1929. 


A Powerful Weapon 


Out of the present welter of rising 
costs and larger taxes emerges the 
fact that the utility companies are 
being provided with a very powerful 
weapon against further rate reduc- 
tions. The companies may feel re- 
luctant to ask for justifiable increases, 
but they now have more effective rea- 
sons than ever before to combat re- 
duction orders, and with Consolidated 
Gas taking its case to the courts, 
it would seem that a mile post in the 
utility rate situation has been reached. 
Even those politicians who heretofore 
have been loudest in their clamor for 
rate cuts can hardly continue their 
tactics now. 

To sum up, the recovery program 
with its additional taxes and costs will 
have a temporarily adverse effect on 

(Please turn to page 247) 
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What Outlook for 
the 


Te. operating statistics of the 
New York, New Haven & Hart- 
ford have been somewhat slower 
to respond to the general increase in 
business activity since the end of the 
bank moratorium period than those of 
most other large systems serving 
highly industrialized regions. The 
New Haven’s net operating income for 
the month of May showed a decline 
of 34 per cent as compared with May 
of 1982, and the record for the first 
five months of the year reveals a de- 
cline of 68 per cent. A poor record 
for the first four months of the year 
was to be expected, in view of the ad- 
verse effects of the bank holidays and 
other factors, but the showing for May 
was a little disappointing, expecially 
when compared with the reports of 
other large roads operating in the 
East, such as the New York Central, 
which showed a gain of about $3.5 
millions in operating net over May, 
1932, the Baltimore & Ohio, which 
gained almost $1 million, and the Penn- 
aylvania, which bettered its May, 1932, 
showing by about $700,000, 


Passenger vs. Freight Traffic 


Passenger traffic is of relatively 
greater importance to the New Haven 
than to most other railroads, and 
revenues from this source have been 
slow to respond to the accelerated 
tempo of business, Furthermore, not 
all of the industries of the New Eng- 
land territory shared in the feverish 
activity of the textile industry prior 
to the effective date for the code, or 
the rapid pick-up in operations among 
the shoe manufacturers. It has been 
estimated that cotton manufacturing 
activity, as measured by spindle hours, 
increased 64 per cent in the month of 
July over March in the state of Massa- 
chusetts, and 37 per cent in New Eng- 
land as a whole, and sharp increases 
were recorded in the months prior to 
July. However, the gains in other in- 
dustries which are heavily represented 
in New England, notably the metal 
trades, were much more moderate, and 
some New England industrial concerns 
were slow to feel the stimulus of the 
natural rebound from the depression 
lows and the measures adopted in 
Washington. 

Another factor which has doubtless 
played a part is the competition of 
highway carriers. This is reflected in 
the declines in the New Haven’s pas- 


230 


New Haven? 


Earnings have been slow to reflect im- 
proved business, but July showed a good 


gain over 1932 


senger revenues, and also in small mer- 
chandise shipments. It is interesting 
to note that Le.l. (less than car load) 
shipments for all Class I roads have 
lagged far behind the traffic gains in 
most other categories. L.c.l. shipments 
are one of the two best indices of the 
rail movement of manufactured goods, 
the other being the miscellaneous divi- 
sion. This type of traffic is important 
for the New Haven. But since the 
system serves a highly industrialized, 
densely populated section, with excel- 
lent roads and relatively short dis- 
tances between manufacturing centers, 
highway carrier competition has been 
effective, and a great deal of passenger 
and merchandise traffic has been trans- 
ferred to buses and trucks in New 
England in recent years. 


Trucks and Buses 


The New Haven has endeavored to 
meet this competition by forming its 
own highway transportation subsidiary, 
but the interstate bus and truck com- 
petition, not being subject to rate 
regulation, has been largely of the cut- 
throat variety. There are several good 
reasons for optimism in regard to the 
prospects for the amelioration of these 
conditions in the not very distant 
future. In the first place, application 
of NRA codes should tend to eliminate 
the very small wages and long working 
hours for employees of the highway 
carriers which have been in large part 
responsible for the ability of these 
concerns to quote very low rates. 
Furthermore, the Federal Coordinator 
of Transportation is making a thorough 
investigation of highway transporta- 
tion, which will serve as the basis for 
recommendations for new legislation. 
It is expected that comprehensive legis- 
lation for revamping the country’s 
transportation system will be presented 
to the next session of Congress with 
the support of the Administration. 
One of the sections of this legislation 
is almost certain to contain provisions 
for a more equitable basis of competi- 
tion between the railroads and the 
highway carriers, and for more effec- 
tive and economical coordination of 
these two forms of transport. The 
New Haven would be one of the chief 
beneficiaries of such legislation. 

In the meantime, the New Haven 
should benefit substantially from any 
further upward trend in general busi- 
ness activity which may be witnessed 


over the next few months, although 
this road’s gains in earnings may ¢op. 
tinue to be less spectacular than those 
of other eastern carriers. The reports 
for the months of June and July made 
a much better showing than that for 
May, and car loading statistics for the 
first half of August indicate another 
reasonably good showing for last 
month, For the month of June, there 
was net income after all charges (ex. 
cept guarantees on separately operated 
companies) of $30,327, as against a net 
loss of $179,216 for June, 1939, 
(Guarantees total about $960,000 per 
annum.) For July, 1933, there wag 
net income, calculated on the same 
basis, of $49,078, which contrasts with 
a net loss of $595,495 in July of Jast 
year. This improvement was _ not 
effected at the expense of maintenance; 
expenditures for this purpose were re. 
duced more than 16 per cent below 
1932 for the half year, but were only 
1.8 per cent below 1982 in June, In 
view of the poor showing in the first 
five months of the year, a net loss of 
about $3.4 millions having been re. 
corded for that period, the report for 
the full year 1933 will not be very 
impressive, The losses incurred in the 
early months of 19383 resulted in an 
increase of $2 millions in the road’s 
floating indebtedness, which stood at 
$19.8 millions at the mid-year. This 
amount consists mainly of bank loans; 
the New Haven’s only Reconstruction 
Finance Corporation loan is a so-called 
“work loan” of $700,000, 

While the increase in the floating 
debt does not improve the position of 
the company’s junior securities, it may 
be given constructive interpretation, 
since it means that the road’s banking 
connections still regard the New 
Haven as a good credit risk. Most 
railroads in need of loans have been 
forced to look to the R.F.C. in recent 
months. The indications that the New 
Haven will report a loss of $3 millions 
or more for 19338 need not be regarded 
with pessimism as long as the improve- 
ment recorded in June and July is 
maintained. The financial position of 
the road is not one of the strongest, but 
it is not woefully weak, and as long as 
this is the case, it is the trend of earn- 
ings rather than the record of the past 
year or two which is the determining 
factor in the market price of its 
securities. 


Status of Securities 


The actively traded bonds of the 
N. Y., New Haven & Hartford, several 
of which are currently quoted to yield 
in excess of 6 per cent, appear attrac- 
tive for those who can assume moder- 
ate risks in the secondary group. The 
preferred and common stocks, while 
decidedly speculative, are not lacking 
in long term possibilities, 
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Are the New York Bank Shares in a Laggard Position ? 


Bank Shares 


Undervalued? 


HEN compared with industrial 
and railroad shares, bank stocks 
must be classed with the “lag- 
gards.” The 19383 high prices for most 
shares of leading banking institutions 
show relatively moderate appreciation 
over the lows recorded in March and 
April, and current quotations are in 
most instances substantially below the 
highs established in January of this 
year. Excepting the public utilities, 
the averages for listed stocks are now 
very materially higher than the best 
levels of the first quarter of 1933. 
While the statistical record of the 
large metropolitan banks for the first 
half of 1938 contains some unfavora- 
ble elements, it does not explain the 
relatively unimpressive market per- 
formance. A number of leading bank- 
ing institutions reduced or omitted 
dividend payments, but the dividend 
record as a whole was good, The 
Guaranty Trust Company, New York 
Trust Company, Bankers Trust Com- 
pany, Chemical Bank, First National 
Bank of New York and others main- 
tained their regular rates; all of these 
institutions showed earnings for the 
six months, before special charges or 
bookkeeping adjustments, well in ex- 
cess of dividend payments. The two 
largest banks, National City and Chase 
National, reduced their dividend rates 
sharply, but showed earnings, before 
adjustments, in excess of the $2 annual 
rates formerly paid. Others, including 


some banks which made moa 
erate reductions in dividend 
rates, showed earnings in ex- 
cess of dividend disburse- 
ments when special readjustments are 
disregarded. 

Many banks report a_ materially 
lower book value at mid-year, com- 
pared with December 31, 1932, since 
the large write-offs and special re- 
serves against depreciated, slow and 
doubtful assets, which have been so 
conspicuous in bank reports of the 
past two or three years, were again 
very much in evidence. While con- 
tinuance of these reductions in net 
worth may have given rise to some 
pessimism in regard to bank stocks, 
it appears probable that other factors 
have exercised a greater influence. In 
this connection, it is well to remember 
that the very broad advance in bond 
prices since the first quarter of 1933, 
and substantial improvement elsewhere, 
have resulted in considerable enhance- 
ment in bank portfolios. The indica- 
tions are that, in many instances, 
where past write-offs have been drastic, 
current market values are well in ex- 
cess of book valuations, and that “hid- 
den reserves” have thus been created. 


Effects of Crisis 


Giving due consideration to the ef- 
fects of the great crisis in American 
banking in the first half of 1933, the 
statistical record of the leading metro- 
politan banks appears eminently satis- 
factory. The large banks in New York 
and many other (though by no means 
all) financial centers weathered the 
storm in a very creditable fashion. In 


spite of that 
fact, the wide- 
spread bank- 
ing difficulties 
in many small and some large com- 
munities not unnaturally generated 
considerable adverse sentiment toward 
bank stocks. There have even been 
predictions of a new banking crisis 
by some commentators. The only 
development which now appears capable 
of causing such an unfortunate turn 
of events is the extremely remote 
possibility of demoralization of the 
U. S. Government bond market. Not 
only has much of the “dead wood” al- 
ready been cleaned out, but the readi- 
ness of the Reconstruction Finance 
Corporation to provide substantial 
further assistance by the purchase of 
preferred stock in banks needing new 
capital should prevent the recurrence 
of any situation in any way compara- 
ble to that of the first quarter of the 
current year. Furthermore, continuance 
of general improvement in business 
would do wonders for the banking 
structure of the country. 

The best explanation of the failure 
of the bank stock market to follow in- 
dustrial and _ railroad stocks’ into 
higher territory appears to lie in the 
many uncertainties created by the 
Banking Act of 1933, otherwise known 
as the Glass-Steagall Act. This legis- 
lation, which was enacted in June, 
1933, provides for many _ radical 
changes in the banking machinery of 
the country, among them the divorce 
of security and other affiliates, and a 
Federal Deposit Insurance fund. The 
divorce of security affiliates has been 
anticipated by many large banks, and 


STATISTICAL RECORD—NEW YORK BANK STOCKS 


Per Share 
Before and ter Special Charges 


6 Mos. Ende 12 Mos. E 
6/30/33 12/31/32 
Before After Before After 
Par *Book Value Per Share Special Special Special Special Recent Div. 
Bank Stock: Value 6/30/32 12/31/32 6/30/33 Charges Charges Charges Charges Market Rate 

OS OR See $100 $249.51 $253.66 $256.89 ver $10.23 $23.15 $6.49 $360 $14 
Bankers Trust.............. 10 40.74 40.85 35.01 $1.66 —4.34 ae 3.85 61 3 
Bank of Manhattan......... 10 b 28.44 25.97 al.00 —1.48 2.55 b 29 2 
Brooklyn Trust............. 100 250.17 226.06 165.43 2.34 —58.63 13.26 —19.67 112 4 
Central Hanover............ 20 86.78 85.74 78.20 c —4.54 9.50 —2.59 140 f7 
Chase National............. 20 35.86 35.02 27.93 1.30 —6.23 4.06 —2.06 29 1.40 
Baek... .... 10 31.55 31.62 33.43 1.12 3.11 2.11 40 1.80 
orn Exchange............. 20 50.26 50.07 43.38 1.78 —4.94 4.44 4.00 55 3 
100 1,202.73 914.83 831.05 66.21 —33.79 al15.00 —185.54 1,450 100 
Guaranty Trust............ 100 300.55 301.37 296.96 11.14 5.59 21.04 4.75 320 20 
OS rare 10 25.03 22.48 22.57 oe 0.59 1.70 —1.02 20 1 
Manufacturers Trust........ 33.44 32.33 32.33 d d 3.22 b 18 
HONEY, 20 e36.63 6.65 ©32.52 e1.20 e-—3.64 €3.47 e —0.82 31 1 

ew York Trust [PPR PPO ¢ ier 25 68.68 69.04 68.39 4.34 1.85 9.68 —4.0 100 5 
United States Trust......... 100 1,450.67 1,452.54 1,452.62 veas 30.09 72.28 1,620 £70 

*Not including book value of security affiliate, if any. a Approximate, based on available data. b Indeterminable because of merger. c Earnings 


ial charges were in excess of dividend requirements. d All earnings applied to special adjustments, no change in capital accounts. 
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can not be regarded as a bearish factor 
of much weight at the present time. 
The implications of the deposit in- 
surance provisions of the Glass-Stea- 
gall Act are much more serious, and 
until the effects of the deposit in- 
surance plan upon the strong banks 
are more clearly indicated, there will 
probably be a widespread tendency on 
the part of conservative investors to 
maintain a cautious attitude toward 
bank stocks. 

The long term effects may not be at 
all serious, especially since there is a 
probability that the law will be 
amended in some respects. However. 
as the law stands now, the resources of 
strong banks are apparently subject to 
unlimited drafts to support the weak, 
since there is no assurance that the 
relatively small percentages of deposits 
demanded as the original contributions 
to the insurance funds will not be fol- 
lowed by other and larger requisitions. 
There are two insurance provisions, 
one for a temporary Federal deposit 
insurance ‘fund to start January 1, 
1934, or earlier upon the proclamation 
of the President, and a permanent 
Federal Deposit Insurance Corporation 
which is to begin operations July 1, 


1934. All Federal Reserve members 
are required to participate in these 
funds, but non-member state banks 
may also participate. 

Aside from the possibility of changes 
in the law, the results of the deposit 
insurance plans upon the strong banks, 
and consequently upon the status of 
their shares, will depend upon the qual- 
ity of the administration of the Act. 
If loosely or inefficiently administered, 
it could easily result in a major catas- 
trophe for American banking and the 
destruction of the equities of share- 
holders of banks which are now in a 
strong position. On the other hand, 
with efficient, thorough and non-polit- 
ical administration, it might bring 
great benefits to the American banking 
system, including the large, strong 
banks as well as the smaller and 
weaker institutions, since the extension 
of thorough Federal examination to 


state bank units participating in the 
deposit insurance fund should result in 
the elimination of most of the remain. 
ing dead wood, and something like 
unified national banking system might 
result. 

Time alone will tell which type of 
administration will prevail. While this 
remains a matter of uncertainty, the 
bank stock market will probably con. 
tinue to be marked by hesitancy. This 
is only natural, in view of the major 
revolution in American banking prac. 
tice now under way. It does not, of 
course, mean that future developments 
will not prove leading bank stocks to 
have been bargains at the prices pre. 
vailing in August and September, 1933, 
Considering only the usual statistical 
measurements, they appear very rea- 
sonably priced, if not definitely un. 
dervalued. If the efforts of the 
Administration succeed, there will be 
a much greater demand for bank 
credit over the next year, which should 
mean substantially higher bank earn- 
ings, other things being equal. But, as 
shown above, “other things” are not 
equal, since American banking is en- 
tering unexplored territory in the 
remaining months of 1933 and in 1934, 


The Gold Premium and the Gold Stocks 


The lifting of the ban on the export of newly mined gold will add 40 per 
cent to the revenues of the gold mining industry of this country. How 
will this change affect the earnings of the leading producers? 


HE executive order under which 
| the United States Treasury will 
act as selling agent for domestic 
gold producers will enable this indus- 
try to secure the benefits they have 
been seeking since last March from 
the depreciation of the dollar. In 
place of the $20.67 an ounce which 
they have been forced to accept from 
the Government they can now secure 
about $29 an ounce, a gain of about 
40) per cent. 

Most of the gold production of this 
country is contributed by small com- 
panies and private enterprises and 
there are only three important do- 
mestic producers whose shares are 
listed on the New York Stock Ex- 
change. Homestake Mining, operating 
in South Dakota, is one of the oldest 
and largest gold producers of the 
North American Continent and in 1932 
produced about 480,000 fine ounces. A 
40 per cent increase in the price of 
gold (in dollars) would mean an in- 
dicated gain in earnings of nearly $4 
millions, or about $15.75 a_ share. 
This amount added to the i932 earn- 
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ings of $9.94 per share gives an in- 
dicated current earning rate of $25.69 
per annum. 

The second largest producer is 
Alaska Juneau, whose low grade 
Alaskan properties yielded in 1932 a 
profit of 57 cents a share after de- 
preciation but before depletion. A 
40 per cent premium on the 1932 rate 
of output of about 151,600 ounces 
would amount to approximately $1 a 
share, bringing the indicated current 
earning rate to $1.57 a share. This 
figure may prove somewhat of an un- 
derestimate, since the 1932 profits were 
restricted by exceptionally heavy de- 
velopment expenses and since the grade 
of ore being mined is said to be im- 
proving somewhat. 

U. S. Smelting, Refining & Mining 
is better known as a silver producer 
and a custom and toll smelter and re- 
finer of non-ferrous metals than as a 
gold producer, but gold has assumed 
a more important position in recent 
years with development of the Alaskan 
properties beginning in 1924. In 1932 
gold output totaled about 350,000 fine 


ounces, of which about half came from 
the Pachuca silver property in Mexico. 
The application of the 40 per cent gold 
premium to the 175,000 ounces pro- 
duced in the United States and Alaska 
would mean an increase in earnings of 
about $8 a share over the 1932 show- 
ing of 64 cents a share after all 
charges and the $5.30 a share shown 
before depreciation and depletion. In 
the case of this company, however, 
silver, lead and zine are important 
factors in earnings and rather over- 
shadow the effects of the gold premium. 
These considerations were pointed out 
in a constructive analysis in the June 
14 issue of THE FINANCIAL Wortp 
when the stock was quoted around 55. 
Viewing the situation in its entirety, 
the issue still appears reasonably 
priced. 

Judged by market action and an- 
alysis of earnings, the gold stocks had 
quite thoroughly discounted the pres- 
ent level of gold premium in advance 
of the executive order under which the 
industry was enabled to take actual 
advantage of it. 
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4Sears, Roebuck — 


NY cursory study 
A of the current 
quotations of 
Montgomery Ward and 
Sears, Roebuck results 
in a quick conclusion 
that either Ward is a 
laggard, or Sears is 
somewhat overvalued, 
for the former is selling 
only 20 points above its 
year’s low, while the 
latter is up 30 points. Sales of Montgom- 
ery Ward for the six months ended July 
31 showed a decline of only 1.4 per cent 
from the same period of 1932, while 
Sears, Roebuck’s decline amounted to 
13.9 per cent. July sales figures are 
equally interesting, with Ward reporting 
a gain of 15.3 per cent and Sears show- 
ing a gain of 11.1 per cent. But percent- 
age changes, especially when used for 
comparative purposes, can be mislead- 
ing, and there are other important fac- 
tors which must be given even more 
serious consideration in the determina- 
tion of value in its relation to market 
prices. 


Comparing the Half-Years 


Unfortunately, Sears, Roebuck does 
not follow the policy of publishing quar- 
terly reports, but the half-year state- 
ment on the face of the figures suggests 
that the company is making more rapid 
progress toward recovery than Mont- 
gomery Ward. The following compar- 
ison discloses the difference in the 
semi-annual statements of the two mail 
order leaders: 


———24 weeks ended 
July 16,1932 July 15, 1933 


SEARS, ROEBUCK: 
N 


et loss..... $2,120,019 P$1,619,811 
Per share.... D 0.43 P 0.34 
———6 months ended 
July 31,1932 July 31, 1933 
MONTGOMERY WARD: 
Net loss..... $3,587,124 $3,478,983 
Per share.... D 0.96 D 0.93 
D—Deficit. P—Profit. 


The fact that Sears, Roebuck was able 
to operate at a profit equal to 34 cents a 
share in the first half of this year, 
against a loss of 43 cents a share in the 
same period of 1932, while Montgomery 
Ward suffered similar losses in the first 
half of both years, would warrant a 
higher price for Sears than for Ward. 
But on the basis of the 34 cents a share 
earned, Sears, Roebuck is selling for 125 
times its half-year earnings, which is a 
rather generous valuation for the stock, 
unless a much better than seasonal gain 
is recorded in the last six months of the 
year. 

The picture presented by Montgomery 
Ward in the foregoing half-year state- 
ments is not as unfavorable as it appears 
to be when broken down into the quar- 
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Stock 


Market Laggards? 


Is Sears, Roebuck or 
Montgomery Ward in the 
more attractive position? 


terly reports. The following comparison 
shows the marked improvement which 
the company was able to make during 
the last quarter: 


~1932 1933 
uarter *Net *Net 
nded: Loss Per Sh. Loss Per Sh. 
Apr. 30.. $1,705 $0.46 $2,196 $0.57 
Jul. 31.. 1,882 0.50 1,282 0.36 
6Mos., $3,587 $0.96 $3,478 $0.93 


*Three ciphers omitted. 


With the loss for the second quarter 
of this year reduced to $1,282,884, or the 
equivalent of 36 cents a share, Mont- 
gomery Ward is operating on the most 
favorable basis of its recent past. The 
loss for the 13 months ended January 31, 
1933, amounted to $1.62 a share, as com- 
pared with losses of $2.25 a share and 
22 cents a share in 1931 and 1930, re- 
spectively. The last year in which the 
company showed a profit was 1929, when 
earnings of $2.60 a share was reported. 
There is no authoritative confirmation 
for the report, but it is understood that 


operations have been running at a loss _ 


of 20 cents a share per month since the 
first of February, which is the beginning 
of the company’s fiscal year, up to the 
end of June, when operations turned for 
the better. On that basis then, earnings 
for the month of July were equal to 7 
cents a share, or at the annual rate of 
84 cents a share. On this assumption, 
the stock would be selling for less than 
60 times its possible annual earnings 
or under 120 times its estimated half- 
year earnings. 

Another method of determining po- 
tential earnings is on the basis of the 
profit margin of the past in its relation 
to net sales figures. The following tab- 
ulation compares the two mail order 
leaders on their records since 1926, 
which includes years of normal ial 
tions: 


Sears, 
Roebuck Ward 
*Net Profit *Net Profit 
Year Sales Margin Sales Margin 
1926.. $248,550 7% $183,800 4.7% 
1927 268,731 186,683 7.0 
1928. 319,774 3: 4 214,350 8.2 
929. 403,472 7.4 267,325 5.0 
1930. 350,429 4.0 249,097 0.1 
1931. 316,295 3.8 198,119 Nil 
41932 271,089 Nil 176,489 Nil 
$1933 100,402 1.5 81,782 Nil 
*Three ciphers omitted. Thirteen months 


ended January 31, 1933. ix months ended 
July 31. 


4Montgomery Ward— 


It will be noted that 
‘the decline in earnings 
began in 1929, rather 
than 1930, when indus- 
trial activity entered its 
depressional cycle, and 
this is accounted for by 
the fact that the mail 
order companies were 
pursuing an aggressive 
expansion of their re- 
tail chain and depart- 
ment store systems, a program 
that was financed out of earnings. 
Neither company has yet enjoyed the 
profits which were expected to accrue 
from this new field, for sales began to 
shrink in all divisions beginning with 
1930 and profit margins vanished. If 
1928 may be taken as a “normal” year, 
it may be assumed that 8 per cent or 
better is a fair margin of profit in the 
mail order business, and sooner or later 
it may be expected that both of the mail 
order leaders will be able to recover 
normal earning power. In 1928, Sears, 
Roebuck earned $5.69 a share, while 
Montgomery Ward’s profits equaled 
$4.77 a share. To accomplish these 
earnings and to assure a profit margin 
in excess of 8 per cent, however, Sears 
must sell more than $300 millions per 
annum and Ward over $200 millions a 
year. 


A Balance Sheet Comparison 


While Sears, Roebuck appears to be in 
a more favorable position so far as near- 
term earnings prospects are concerned, 
Montgomery Ward in contrast enjoys 
the stronger financial position, as is in- 
dicated in the following tabulation: 
BALANCE SHEET: 


(000 omitted) Jan. 28,1933 Jan. 31, 1933 
Fixed Assets...... $68,268 $44,341 
ioodwill. ....... 10,000 None 
Current Assets. . 82,331 83,460 
7,630 9,301 
ov't urities . 
Mkt’ble Securi-} 2,868 { 
1, 
Inventories : 49,085 40,750 
Liabili- 
35,177 7,140 
N a Payable. . 26,017 None 
Accounts Payable. 6,316 4,079 
Net Working 
$47,154 $76,319 
2.3:1 11.7:1 
49,527 8.471 
Total Assets..... $210,846 $141,556 
CAPITALIZATION: 
Funded Debt. None None 


Class A $7 cum. None 201,554 shs. 
Common (no par) 4,780 ‘064 shs. 4,465,240 shs. 


Working Capital 
4 $12.59 


On the basis of financial strength, 


. Montgomery Ward, with ample working 


capital and no bank loans, would appear 
to be in a better position than Sears, 
(Please turn to page 247) 
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The du Pont brothers have done well in the chemi- 
cal industry but it was their timely investment in 
General Motors which bas sustained earning power. 


Old Line Industrial 


ANKING as the outstanding 
R cscs of the chemical industry, 

du Pont de Nemours during the 
last several years has derived over 50 
per cent of its earnings from its in- 
vestments in General Motors Company. 
The purchase of one share of du Pont 
means the indirect acquisition of nine- 
tenths of a share of General Motors 


Is du Pont attractive 
at present levels? 


RECORD OF EARNINGS 


value of this stock. Thus market ap- 
preciation amounts to about $16 per 
share. Total current assets as of the 
same date amounted to $125.4 millions 
including $20 millions in cash and $59 
millions in marketable securities of 
which $51 millions were government 
securities and $7 millions high grade 
short term investments. This com- 


and consequently du Pont’s dividend pared with current liabilities of $11.5 
payments are to a large extent deter- $ ¢{ 7 a Oi ae millions, equivalent to only 57 per cent 
mined by General Motor’s earnings and $ 8 onicinac suare Fo ft} of the company’s cash resources. 

The dominant position which du 
dividend policies. $72 hinant Pp 

While income from these investments 1.11. Da a Pont occupies in the American chemi- 
in America’s leading motor company $a : Beare win cal industry is to a large extent the 
amounted to 23 cents per share of du $42 Mm i result of the progressive management 
Pont for each of the first two quarters sme f- = ; and the elaborate research work which 
of the current year, income from the fo i a sre has been continued almost unrestricted 
company’s own activities rose from 12 PEON A LA \ - even during the years of the depres- 
cents per share for the March quarter to she = ier he 12 sion. Present operations are conducted 
44 cents per share for the June quarter, sus ; 1 = aN os through a group of 17 wholly owned 
bringing the total net profit for the first pars VA mee : Stk subsidiaries and 9 affiliates in which 50 
5 4 
General Motors common for the re- ee ’ 


mainder of the year appears to be 
assured although an increase may not 
materialize before next year. Con- 
sequently any further gains in du 
Pont’s net earnings for 1933 will prob- 
ably have to come from improvement 
in its own operations, the prospects for 
which are promising. 


The Income from General Motors 


The company’s earnings record for the 
last seven years and the proportion of 
total earnings derived from its invest- 
ments in General Motors are shown in 


1933 show 65.4 per cent from this source 
as compared with 34.6 per cent from 
dividends from General Motors. 

Du Pont has always paid out to its 
stockholders a relatively high percent- 
age of its net earnings, ranking from 
84.5 per cent to 94.5 per cent of the 
total for the period from 1926 to 1931. 
For the year 1932 the company had to 
dip into surplus to continue dividend 
payments on the common at the then 
prevailing rate, and actually paid 
stockholders 139 per cent of net earn- 


including 23 per cent of the total 
common stock of General Motors. 


Activities Expanded 


The original business of the com- 
pany was the manufacture of powder 
and explosives, but with the passing 
of the years the scope of its activities 
has greatly expanded and now includes 
the production of heavy chemicals, 
nitrogenous compounds, paints, var- 
nishes and lacquers as well as several 
specialties among which cellophane, 
tetra-ethyl and rayon are considered 


h s bulati Th - ings. the best income producers. The list of 
the accompanying tabulation. The per- Provisions made for depreciation and miscellaneous articles includes such 
centage derived from its own industrial 4enjetion (which have been reported in items as dyestuffs, pyroxelin, films, 


operations alone is slightly smaller, as 
the figures given in the column “from 
own activities” include also income (ex- 
clusive of General Motors) from its 
securities portfolio, which is quite sub- 
stantial. While the amount of net earn- 
ings derived from own activities for the 
last seven years has been below 50 per 
cent of the company’s total income, this 
relation has been changed for the cur- 
rent year and the first six months of 


detail only since 1930) amounted to 
$1.18 per share in 1932 as compared 
with $1.13 in 1931 and $1.09 per share 
in 1930. For the first six months of 
the current year the equivalent of 58 
cents a share was set aside for that 
purpose. The company’s investment in 
General Motors is carried in the bal- 
ance sheet as of June 30, 1933, at an 
average price of $15.45 a share which 
is less than half of the current market 


fabricoid, pyralin, artificial rubber and 
disinfectants. This large diversifica- 
tion of the company’s products ex- 
plains the dependence of du Pont’s 
operating profits upon the status of 
general business activity all through 
the country, as the company counts 
among its customers practically every 
primary industry including mining, 
automobile, building, textile, oil, steel 
and agriculture. Consequently, the 


COMPARATIVE EARNINGS RECORD OF E. |. DU PONT DE NEMOURS 
(Figures in thousands of dollars;—000—omitted) 
Received —Per Cent of Profits—— Earnings Per Cent of 
., Net from Gen. From Gen. From Own Per Share Debenture Common Net Paid in 
a rane Motors Motors Activities of Common Dividends Dividends Dividends 
1,970 $23,622 56.3% 43.7% $3.99 .770 $33,267 6% 

. 45,948 28/942 63.0" 37.0 4.41 35.931 
098 37,929 59.2 40.8 5.97 5,365 49,656 85.8 
78,172 42,939 54.9 45.1 6.99 5,871 60,163 84.5 
55,962 32,937 58.9 41.1 4.67 5,972 46,090 93.0 
a 53,190 29,943 56.3 43.7 4.29 6,190 44,074 94.5 
.235 12,500 47.7 52.3 1.81 6,529 29,940 139.0 

14,202 7,484 52.7 47.3 1.01 3,259 19,081 157.3 
4.455 4,999 34.6 65.4 1.02 3,270 0.911 98.1 
*First six months. 
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improvement witnessed so far this 
year and the continuance of the pres- 
ent trend augur well for better profits 
from its manufacturing facilities. 

At its recent price of about 80, du 
Pont common does not appear to be 
an outstanding bargain on the basis 
of this year’s probable earnings re- 


sults. However, that price includes a 
$30 equity in the General Motor situa- 
tion and thus as a chemical company 
alone du Pont is selling for about 50. 
The comparatively low yield afforded 
by the issue at current prices does not 
make the stock particularly attractive 
on an income basis, but as part of a 
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diversified list it has undoubted pos- 
sibilities for those in a position to ex- 
ercise some patience over the coming 
year or so. The six per cent debenture 
(preferred) stock merits a high invest- 
ment rating, which is reflected in the 
yield of only slightly in excess of five 
per cent at recent prices, 


Low Interest Rates Favor High Grade Bonds 


_ Jan Feb MarAp May Jun Jul Aug Sep Oct Nov Dec 
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inflation to come, high grade 

— bonds remain firm at levels sub- 
stantially above the 1933 lows, and 
close to the best prices recorded this 
year. This is not really an anomaly, 
since interest rates continue at ex- 
tremely low levels, and the inflationary 
moves thus far made by the Adminis- 
tration have been of a nature which 
would naturally stimulate rather than 
depress the high grade bond market. 
Bankers’ acceptance rates, generally 
regarded as one of the best indices of 
the money market, have recently been 
lowered so that the quotations for this 
class of paper are again at the lowest 
yield rates on 1ecord. Call money was 
in heavy supply at ? of 1 per cent 
last week; practically all other types 
of money market commitments bring 
similarly small returns. The preva- 
lence of such very low interest rates 
almost invariably is accompanied by 
high prices for bonds of the best 
quality, and it also tends to stimulate 
the market for lower quality bonds. 

The extrémely low interest rates 
which prevail in the financial centers 
reflect the resumption of heavy open 
market purchases of U. S. Government 
bonds by the Federal Reserve Banks. 
Continuation of large weekly purchases 
of Governments by the Reserve Banks 
will tend to add to the already huge 
excess reserves (now estimated around 
$500 millions) of the member banks. 
Since these reserves are unproductive, 
the Reserve Banks’ program adds to 
the pressure which is being exerted 
upon the commercial banks of the 
country to put these funds to some 
remunerative use. Since the demands 
for loans by commercial borrowers 
who are regarded as satisfactory credit 
risks continue small, the most logical 
place for the investment of the funds 
is in high grade bonds. 

A large part of the demand is for 
U. S. Government bonds, but as the 
banks’ portfolios are already heavily 
loaded with Governments, it is reason- 
able to expect some overflow into cor- 
poration bonds of the best quality. 
However, the demand for Governments, 
mainly from institutional buyers, con- 
tinues sufficiently strong to maintain 
a firm tone in this section of the mar- 
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D continued prediction of 


ket. First Liberty 4is have been 
strong recently on the growing convic- 
tion that these bonds will not be called 
for redemption in the near future as 
part of a conversion program, in view 
of their long maturity, and the ad- 
visability of reducing the large out- 
standing amount of the Fourth 4is, 
which mature in 1938. The new 
Treasury 3is have had a surprisingly 
good market, rising to prices well 
above 101, in spite of indications that 
large amounts of the bonds have not 
as yet found permanent distribution. 
Administration officials have recently 
been making efforts to take advantage 
of the prevailing low interest rates to 
start an active market for the 4 per 
cent bonds, guaranteed as to interest 
by the United States Government, of 
the Home Owners Loan Corporation. 
There has been a great deal of con- 
jecture as to the price these bonds 
would command in the open market, 
since no outstanding issue is directly 


“AN UNDERVALUED BOND 


OUTHERN PACIFIC Oregon Lines 

first 4}s, 1977, are currently quoted 
at prices offering a direct yield of 
about 6 per cent. These bonds are 
secured by a direct first lien on all 
of the Southern Pacific’s lines in the 
State of Oregon, totaling about 1,150 
miles, and including a part of the 
road’s main line betweén San Fran- 
cisco and Portland. In normal times, 
this mortgage security places the bonds 
in a high investment category, and the 
current relatively high yield may be 
ascribed to the poor earnings record 
of the Southern Pacific in 1932, in 
which year there was a net loss of 
$5.7 millions. This need not be a 
matter of concern, since the Southern 
Pacific Company has maintained a 
strong financial position, and the earn- 
ings outlook is now greatly improved. 
Net railway operating income of the 
Southern Pacific for July was almost 
$1 million in excess of the $500,656 
operating net reported by the system 
for July, 1932 


comparable. Last week trading in the 
bonds was initiated on the New York 
Real Estate Securities Exchange, and 
the first transaction was at a price of 
85. This price is not necessarily of 
any great significance, since the real 
market value of the bonds will not be 
accurately determined until they are 
outstanding in substantial amounts 
and are traded in large volume over 
a period of months. In other words, 
a period of “seasoning” will be re- 
quired to establish their market status. 
The Reconstruction Finance Corpora- 
tion loans only up to 80 per cent of 
face value on these obligations, but 
they are accepted at par by Federal 
and State agencies as security for 
public deposits. They have been made 
legal investments for savings banks, 
insurance companies and trust funds 
in New York and other states. 

German bonds have been generally 
weak in recent trading, largely because 
of the controversy between Reichsbank 
officials and representatives of Ameri- 
can holders in regard to the respon- 
sibility for registering the scrip, which 
is to be issued in lieu of 50 per cent 
of the coupon payments, under the 
provisions of the Federal Securities 
Act. Since the scrip is to be issued 
by the German Conversion Office, a 
subsidiary of the Reichsbank, it is be- 
lieved that it will have to be registered 
as a new security in this country in 
order to comply with the “Truth-In- 
Securities Act.” Both Dr. Schact of 
the Reichsbank and the American 
bankers who floated the bonds refuse 
to take the responsibility for register- 
ing the scrip, in view of the liabilities 
assumed by the parties making the 
registration. As the situation seems 
to be something of a stalemate, there 
may be considerable delay before ar- 
rangements can be worked out whereby 
American holders of German bonds 
will be able to sell their scrip. 

The limitations on transfer of pay- 
ments also apply to principal, and as 
a result, it is no longer a piece of 
good fortune to hold a bond of a 
German corporation or political sub- 
division which is called for redemption, 
‘Formerly, redemption calls often meant 
profits for holders whose bonds were 
selling far below par value. 
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With cash alone representing 43 per cent of all 
current assets which are 28 times total current 
liabilities, National Power & Light enjoys an unusually 
strong financial position for a public utility. But what 
of the uncertainties in prospect for the company? 


tion of National Power & Light 

Company at March 31, 1933, re- 
vealed a continuation of strong finan- 
cial position which has characterized 
this public utility holding company 
throughout the past four years of de- 
pression. As of that date, parent com- 
pany’s total current assets amounted to 
$15.3 millions compared with total cur- 
rent liabilities of only $548,546, a ratio 
of nearly 28-to-1. Of current assets, 
$6.8 millions represented cash, which 
alone was equal to more than 12 times 
total current liabilities. Under normal 
conditions, a utility company does not 
require the same degree of liquidity of 
assets as an industrial enterprise and 
in such a period, a building up of large 
working capital is often the fore- 
runner of new property acquisitions. 
This rule will probably again apply 
as soon as the economic trend is de- 
finitely on the upgrade and in view of 
the fact that a number of desirable 
utility properties can be had at close 
to receivership prices today, it may be 
the company’s policy to utilize cash 
resources in effecting advantageous 
tie-ins. 


"Tee statement of financial condi- 


Territories Well Diversified 


National Power & Light is one of 
the larger client companies of the 
Electric Bond & Share Company, fur- 
nishing, through subsidiary operating 
companies, electricity and gas to over 
1,000 communities in Pennsylvania, 
North Carolina, South Carolina, Ten- 
nessee, Alabama and Texas. In 19382, 
80 per cent of total revenues was de- 
rived from the sale of electricity, 13 
per cent from transportation, 6 per 
cent from gas and the balance from 
water, ice and steam heat activities. 
Territories served embrace highly in- 
dustrialized areas and as a result of 
declining demands for power by indus- 
try during the past four year, revenues 
and earnings have naturally suffered. 
For the 12 months ended May 31, 1933, 
net available for the common stock 
amounted to $1.05 per share compared 
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with $1.26 in 1932 and with peak earn- 
ings of $2.17 in 1929. Despite this 
reduction, the company has not yet 
found it necessary to change the divi- 
dend rate on the common stock which 
was inaugurated in June, 1928. 
Subsidiaries of National Power & 
Light furnish power in substantial 
amount to the textile mills of the South 
and as a result of increasing activity 
of this industry, output of the National 
system since early May has consis- 
tently held above that of a year ago. 
During recent weeks power output of 
the system has run about 20 per cent 
ahead of 1932 levels. Of course, the 
bulk of the gains registered thus far 
have been from the wholesale power 
division which is the least remunera- 
tive and accordingly there has not been 
commensurate improvement in earn- 
ings. However, increasing industrial 
activity in communities served must 
result in expanding employment and 
increased purchasing power in the do- 
mestic classification, which should ulti- 
mately favorably affect consumption of 
electricity in the residential class. 


Taxes Passed On 


On September 1, the tax on the sale 
of electricity was shifted from the 
consumer to the producer. In the case 
of National Power & Light, this will 
mean a loss in earnings equal to about 
20 cents per share of common stock. 
Higher operating costs will likewise 
result from application of the various 
utility codes of the NRA to this busi- 
ness which may mean a further reduc- 
tion in net. Thus despite improved 
operations at the present time, the near 
term outlook for earnings expansion is 
none too favorable and in view of nar- 
row dividend coverage, no certainty 
can be said to exist concerning con- 
tinuance of present rate on the common 
stock. However, were an annual rate 
of 80 cents per share ordered, the 
yield would still be close to 6 per 
cent on the basis of present prices for 
the stock. 

A very important factor to consider 


4 National Power & Light — 


Cash Strong 


in the appraisal of utility equities at 
the present time is that, while the past 
four years have brought generally 
lower rate schedules and increasing 
tax burdens, this period has contrib. 
uted materially to the science of gen- 
eration and distribution of electricity, 
Operating economies of a permanent 
nature have been effected which have 
a distinct bearing upon long term 
earnings progress. In the case: of 
National Power & Light, the company 
is presently conducting its business at 
an estimated annual savings of close to 
$9 millions, compared with 1929 oper- 
ating costs. While these economies 
will not all be retained, once volume of 
business is restored it appears reason- 
able to assume that sufficient of the 
economies which have been made are 
of a permanent nature to more than 
off-set effects of increased taxes, lower 
rates and compliance with the NRA 
code, 


Che Inuestors 
Platform 


EFORE the investing public 
Be: feel assured of the exis- 

tence of the fullest measures 
for its protection, THE FINANCIAL 
Wor.p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more in- 
sistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 

II. Independent Audits 

III. Standardized Reports 

IV. Constructive Trading 
Reforms 

V. Independent Protective 
Committees 

VI. Full Publicity on Secur- 
ity Offerings 


A special article has been pre- 
pared concerning the great need 
of these reforms and the power 
of investors to bring about their 
adoption, a copy of which will be 
mailed to any interested investor. 
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COLUMN 


Investment bankers continue to be 
‘perplexed over some of the confusing 
regulations incorporated in the new 
Federal Securities Act. Until this 
muddled situation is cleared up, little 
activity in the issuance of new securi- 
ties can be looked for in the next few 
months. The result is that the invest- 
ment business is in the doldrums and 
the members of the fraternity are feel- 
ing none too happy about it. 


Waar has produced the most hesi- 
tancy in the measure is the section 
imposing civil and criminal liability 
for any misstatement of facts. That 
in itself is not objectionable nor does it 
present any insurmountable barrier to 
the honest investment banker, for he 
is as anxious to safeguard his clients 
as Uncle Sam is to protect the public. 


Tue principal drawback lies in the 
method of enforcing such supposed vio- 
lations. The burden of proof is saddled 
directly on the banker, which procedure 
is directly in contrast with our estab- 
lished jurisprudence, which has hereto- 
fore held that defendants in criminal 
as well as civil actions are presumed 
to be innocent of charges brought 
against them until proven guilty. 


Were this not the proper process, 
many innocent men would be the vic- 
tims of trumped-up charges, and con- 
sidering the reputation and financial 
responsibility of the average invest- 
ment banker he would be the especial 
shining target for that element among 
the legal fraternity, the shyster, who 
finds it profitable to start nuisance 
suits. 


C the wide ramifications 
of procedure involved before securities 
can be moulded into an acceptable form 
for public offering, with many factors 
not readily susceptible to outside inves- 
tigation because of their technical na- 
ture, investment bankers are compelled 
to rely upon others for guidance, yet 
they must now assume full responsi- 
bility for such statements which they 
accepted in good faith. 


Tue best legal talent has been con- 
sulted as to how to cross this bridge, 
but as yet no tangible method has been 
devised. There has been some serious 
talk of forming a central research bu- 
reau and equipping it with a competent 
staff of experts in all phases of the 
preliminary work of investigating se- 
curities and industries, so that, with 
the financial support of bankers, it can 
function independently for them. 


Sucu a bureau could at least provide 
an anchorage for the investment bank- 
ing business to tie to and would serve 
as a notice to public officials and 
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clientele that 
every _legiti- 
mate source of 
investigation 
has been em- 
ployed \to 
certify to the 
honesty of an 
offering, although it cannot guarantee 
its ultimate soundness. That would be 
impossible for either a government or 
an individual to promise, for it is not 
within the ken of human judgment to 
foresee 100 per cent what is in the 
lap of the future. 


E VEN this expensive innovation would 
not guarantee investment bankers 
against suits, strike actions or legal 
procedure brought by aggrieved inves- 
tors. They would still be liable, al- 
though they would have the defense 
that every precaution was taken to 
establish all the facts on which a se- 
curity offering has been premised. 


Ir Is unfortunate to have this draw- 
back to the freedom of the investment 
business present itself at this juncture, 
for in a measure it throws obstacles in 
the pathway of recovery in which the 
Government is vitally concerned, with 


capital unable to move with its accus- 


tomed celerity in finding profitable em- 
ployment. Never heretofore has there 
been such a paucity of new securities, 
and this is not a healthy situation. 


Ture is every evidence that capital 
is rapidly accumulating in this coun- 
try, much of which would have been 
absorbed if sufficient new securities 
were available on an attractive basis. 
It cannot and does not always find an 
outlet in existing securities, and if re- 
strictions force it into this channel, the 
excessive demand could produce an 
over-stimulated price level and a reper- 
cussion that could produce as much 
damage as that of 1929. 


Ir Is not anticipated that the present 
dearth in investment activity will last 
much longer. The more courageous 
investment bankers, realizing that the 
Federal statute may contain some pro- 
visions whose constitutionality cannot 
be upheld, may decide to break the ice 
and go ahead prepared to fight for 
their Constitutional rights. 


Tuts is one of the things that the 
Investment Bankers Association can 
well engage in as well as using all its 
energies to bring the next Congress to 
realize that the Security Act in this 
one respect can well be reconstructed 
so that it will not handicap the issu- 
ance of new securities without in any 
way interfering with the concept of the 
act, that of preventing fraud and de- 
ception. Then it would be what it was 
planned to be—a constructive measure. 


Odd Lots 


A sane course, strongly ad- 
vised, is to keep your hold- 
ings well diversified. 


This is especially advisable 
when business and market 
conditions are more or less 
uncertain. 


Our booklet “Odd Lot Trad- 
ing” offers many suggestions 
for both the small and large 
investors who seek to con- 


serve their capital and build © 
up principal. 


Ask for booklet F. W. 591 


100 Share Lots 


John Muir&.G 
Members 
New York Stock Exchange 
39 Broadway New York 
Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


fos 
ew York Cotton Exchange 
vemoere 4 Chicago Board of Trade 
and other leading exchanges 
60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


POINTS ON TRADING 


and other valuable information 
for investors and traders, in our 


helpful booklet. Ask for K-6. 


Accounts carried on 
conservative margin. 


GisHOLM & 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


Time to Buy 


—QOr Sell? 


Send for FREE Bulletin FWS-2 
American Institute of Finance 


260 Tremont Street, Boston, Mass. 
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STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


Currently selling to 
American yield in excess of 6 per 
Chicle cent, American Chicle 


should appeal to those 
who are interested primarily in in- 
come stability, although the stock is 
not devoid of capital enhancement pos- 
sibilities, being presently obtainable at 
about half its 1929 price. For instance, 
last year’s results of $3.76 per share 
compared with about $4 a share in 
1928, while earnings for the years 
1928-1931 fluctuated less than 10 per 
cent. This high degree of earnings 
stability has permitted the company to 
maintain without interruption the reg- 
ular $2 annual dividend and $1 extra 
throughout the depression, which in 
itself is somewhat of a record. 

While not the leader in the chewing 
gum industry, ranking third to Wrig- 
ley and Beech-Nut, American Chicle 
has long enjoyed the reputation of be- 
ing the most conservative of the group 
because of its avoidance of novelty and 
premium advertising. Through its own 
sales organization 80 per cent of. its 
gum, which is sold under such popular 
tradenames as_ Chiclets, Beeman’s 
Adams, Dentyne and Black Jack, is 
distributed to cigar, grocery, drug and 
eandy store chains with the balance 
handled by jobbers throughout the 
world. Through the maintenance of 
prices at five cents per package, in- 
ventory losses have never been a seri- 
ous factor and, conversely, the com- 
pany will benefit little in the advance 
of raw material prices on chicle, sugar 
and flavorings which are the primary 
ingredients of chewing gum. 

Profits for the quarter ended June 
30, 1933, indicated a turn for the bet- 
ter with net income equal to $1.01 a 
share, against 79 cents a share in the 
first quarter, making a total of $1.80 
a share for the first six months. This 
compared with a total of $2.01 a share 
in the first half of 1932 on a slightly 
larger number of shares. The com- 
pany, having neither funded debt nor 
preferred stock, has been committed to 
the policy of purchasing its own stock 

in the open market. Since 1928 it has 
acquired 12,971 shares of common 
stock at an average price of 43 which 
is slightly under present quotations. 
There are at present 457,029 shares of 
no par common stock outstanding out 
ef an authorized issue of 490,000 
shares. 

Financial position has been grad- 


ually strengthened in recent years to 
a ratio of 10-to-1, against a ratio of 
only 6.7-to-1 in 1929. Current assets 
on June 30, 1933, of $4.7 millions in- 
cluded cash and marketable securities 
of $2.2 millions and inventories of 
$1.9 million, as compared with current 
liabilities of only $468,366. Goodwill, 
trade-names and patents are carried at 
$1.5 million but this figure does not 
appear excessive and was written down 
from $5 millions in 1926. 

With earnings for the third quarter 
usually averaging in excess of $1 per 
share, the company should come close 
to earning the $3 regular and extra 
dividend requirement in the nine 
months’ period. Thére appears to be no 
reason why the dividend should not be 
maintained so long as it is earned in 
view of the company’s adequate cash 
resources. And as soon as sales re- 
sume their expansion the percentage 
increase in net income should be at a 
more rapid rate than dollar volume as 
only a very nominal step-up in over- 
head is necessary substantially to ex- 
pand production. 


The first profit to be 
reported since the 19 
cents a share for the 
second quarter of 1931, 
Hudson Motor Car Company in the sec- 
ond quarter of this year reported earn- 
ings equivalent to 10 cents per share of 
common stock following a loss of 93 cents 
a share in the first quarter, and compar- 
ing with a loss of $1.18 a share in the 
June quarter of a year ago. Viewed in 
one way, Hudson has become another 
case of the “tail wagging the dog,” for 
its greatest volume of sales and profits 
come now from its Essex model, with 
sales of Hudson cars last year amount- 
ing to only about 18 per cent of the total. 

Although Hudson’s total sales for the 
first seven months of this year show a 
20 per cent decline from those of the 
same period of 1932, the company has 
gotten costs under much better control, 
explaining the earnings improvement 
that has been shown so far this year. 
More recent sales reports, moreover, in- 
dicate that demand for the company’s 
lines is increasing, with an unusually 
favorable reception being accorded the 
new Terraplane models; sales for the 
second week of August, for instance, 
were about 25 per cent in excess of those 
of the same week a year ago. 

As a company, Hudson has always 


Hudson 
Motor 


been characterized by a relatively High 
sales volume compared with plant invést- 
ment and inventory, the management 
striving for large volume and small unit 
profits. With profits absent for the past 
year or so, and with 1930 earnings far 
below cash dividends paid in that year, 
the company’s working capital position 
has suffered materially, being reduced 
from $26 millions at the end of 1929 to 
$6.4 millions at the end of 1932, but of 
the latter figure cash and U.S. Govern- 
ment securities accounted for more than 
$4 millions. Nevertheless, it would ap- 
pear that the company’s first concern 
will be the rebuilding of working capital 
rather than an early consideration of 
dividend payments. No bonds or pre- 
ferred stocks are outstanding. 

Hudson’s common stock must be re- 
garded as distinctly speculative (it was 
recommended as a speculation in the 
August 16 issue, at which time it was 
selling for 11), but the company’s turn- 
ing point in earnings appears to have 
been passed, and the high earning power 
demonstrated prior to 1930 lends the 
shares better than average possibilities 
for those prepared to assume the risk 
involved and exercise the degree of pa- 
tience necessary. 
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C. & O. Raises 
Dividend Rate 


A practically in a class by itself as the 
only major railroad which paid as large 
dividends on its common stock in 1932 as 
in 1929, now has the added distinction of 
being the first to raise its rate to a figure 
even higher than that paid in pre- 
depression ye/.rs. Last week, directors 
of this road declared a quarterly divi- 
dend of 70 cunts per share on the com- 
mon stock, piacing the issue on a $2.80 
annual dividend basis, as against $2.50 
formerly. The dividend is payable Octo- 
ber 2 to stock of record September 11. 
The action was not entirely unexpected, 
since the current indications are that 
C. & O. will show earnings of about $4 a 
share for 1938. The favorable prospects 
for C. & O. were pointed out in articles 
on this road and on Alleghany Corpota- 
tion in the June 28 and August 28 issues 
of THE FINANCIAL Wor.p. 

However, another expectation was not 
fulfilled since Chesapeake Corporation, 
the holding company for C. & O., did not 
raise its dividend on the strength of the 
C. & O. increase, but declared the usual 
quarterly dividend of 50 cents a share. 
Consequently, Alleghany Corporation 
will have to. get along without a higher 
return on its large holdings of Chesa- 
peake Corporation. But if Chesapeake 
Corporation stock should advance mate- 
rially in market price, in view of the 
increased earnings it will realize from 
the larger payments received fromC.&O., 
this would be even greater assistance in 
solving Alleghany’s problems than an 
increase in the company’s dividend rate, 
since the value of the collateral pledged 
behind Alleghany’s bonds would be sub- 
stantially enhanced. 
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BOARD ROOM BREVITIES 


Or, Gossip a Customers’ Man yay 
Hears Around Broad and Wall & 


Aveurn AUTOMOBILE may try to scoop the low-priced field by bringing out a 
new model in the Chevrolet-Ford-Plymouth price class on October 1—the car will 
be ultra-ultra and cheaper. . . . But before this, E. L. Cord may add another 
company to his string of transportation ponies, but it won’t have anything to 
do with “iron horses.” . . . Radio Music Hall boosted evening prices from 
75 cents per to 85 cents and only four goers out of 6,000 squaawked—this is only 
the beginning, for box office prices will be a nickel or a dime higher every few 


weeks from now on. . . . Mandel Brothers. which put a “beereteria” in their 
big Chicago department store during the summer, found that it helped to 
straighten out the dip in the hot weather seasonal curve. . . . The Financial 


Advertisers’ Association will go serious this year at its annual convention next 
week with public relations the keynote—Governor (N. Y.) Lehman will head the 
all-star bill, which includes several names worthy of electric lights. 


W ooxen, which is the pet name for American Woolen, is once more doing some 
cash basis wool gathering, and there are those who feel that a capital readjust- 
ment in the near future would mean dividend resumption. . . . You will soon 
hear more about governmentally-owned versus privately-owned public utilities, 
which is likely to be a battle to a draw or a knockout. . . . So many stories 
are circulating as to why Prof. Moley dropped out of the “brain trust” to start 
a magazine to compete with Al Smith’s Outlook that none seems perfect—but 
the true story is being saved for Vol. I, No. 1, which is a good way to insure 
a big sale of the first issue. . . . Lily-Tulip Cup is now selling its paper 
cups and flowerpots for lilies and tulips. . . . Don’t miss the inside story on 
Huey Long’s Long Island knockout— it’s too bad it can’t be printed. 


Srupesaker, which just got out from under Pierce-Arrow, will make no more 
Rocknes—they’l! be called Studebaker light sixes when the new models come out. 

And it wouldn’t be surprising if something was done about White Motor 
soon. . General R. E. Wood of Sears, Roebuck is the latest in the rumors to 
succeed Woodin as Secretary of the Treasury—maybe this would be an economy 
move, for they would only have to scratch the “in” off of the Woodin. 4 
You'll be cross-eyed in another year watching for electric eyes to do everything 
for you. . . . And General Electric will probably be kingpin in this field 
with an electric eye for every purse and purpose. . . . A couple of companies 
will soon drop the word “chemical” out of their titles and substitute “distilling” 
or “distillery.” Along the same line, Allied Mills, which is 25 per cent 
owned by Corn Products, is eer the establishment of a corn distillery at 
Peoria, Ill., when, as, and if. 


J IMMY RAND, JR., of the Remington-Rands will be angel to the new March of 
Time broadcast beginning early in October, which ought to help sell more type- 
writers, as the program is prescribed as compulsory listening-in in many high 


schools. . . . The Stock Exchange investigation which folded up during the 
hot weather will soon be plaguing the Street again with its disclosures and cure- 
alls. . . . Very soon you will hear about some of the next moves. . . . 


American Home Products may be in the drug merger news before the end of the 
year—a tieup with Sterling Products would be an ideal combination. 

The Rudolph Wurlitzer Company, which has been supplying wind instruments to 
the brass bands for years, is entering the air-conditioning field—they ought to 
know their blowers. . . . Exports of German beer to these shores have 
jumped from 475 gallons in April to 53,000 gallons in May and 180,000 gallons 
in June, which makes the United States their biggest single foreign market. 
. . . And did you know that on a per capita basis you paid Uncle Sam 44 
cents in beer taxes in the fifteen weeks ended August 25? . . 


R scovery REMNANTS: We’re all hoping that the Blue Eagle will prove to be a 
blue bird of happiness, but there may be some who won’t find out that it’s a real 
blue bird until it is too late. . . . Those who are wondering if the Blue Eagle 
has teeth or talons will be interested to know that General Johnson is to retire 
when all major industrial codes have been signed—Matt Sloan, one-time Brooklyn 


Edison prexy, may be his soft-spoken successor. . . . There are some who 
think that NRA will change the Law of Supply and Demand into the Lore 
of Supply and Demand. . . . And others who are wondering if the 
blanket code will keep them warm this winter. . . . The best NRA story of 


the week is probably the one about the president of a small town bank, who said 
he couldn’t sign the blanket code, because it would mean that the bank’s janitor 
would get a bigger salary than he did, and that would upset the morale, 
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Service 
in Europe 


The London and 
Paris offices of this firm 
offer a service in the 
American security and 
commodity markets valu- 
able to European inves- 
tors. Those interested in 
this service are cordially 
invited to inquire about it. 


FENNER, BEANE 
& UNGERLEIDER 


60 Beaver Street 
New York, N. Y. 
MEMBERS NEW YORK STOCK EXCHANGE 


Odd Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunscombe & Co. 

Members New York Stock Exchange 

60 Broad St. New York 
Branch Offices 


137 W.37thSt. 54 Court St. 
New York Brooklyn, N. Y. 


Our Monthly Market Letter 


discusses the 
Locomotive Industry 
Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 60 East 42nd Street 
New York New York 


Branch Office 
1424 Wainut Street. Philadeiphia, Pa. 


LEIGH J. SESSIONS 
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AMONG THE 


BuLts 


AND 


BEARS 


These reviews were written immediately preceding closing time of this issue © 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Home Products 4 “B” 

The announcement that American 
Home Products had cut its annual divi- 
dend to $2.40 from $3 previously was 
followed by the report that earnings for 
the six months ended June 30, 1933, had 
equaled only $1.72 a share, against $2.37 
a share in the first half of 1932. But 
the loss in earnings was not the reason 
for the dividend reduction, according to 
the directors, who said that “the divi- 
dend was reduced to conserve assets, be- 
cause the company planned an important 
acquisition within the next 30 to 60 
days.” No definite information could be 
obtained as to what the acquisition would 
be, but opinion prevailed that a tie-up 
between American Home and one of the 
Drug Inc. segregations was being ar- 


ranged. 


Car loadings continue their excellent 
comparative showings, and are likely 
soon to top the 700,000-mark. That 
means some heartening net earnings 
this fall and winter. 


American Radiator 4 

What the automobile industry needs is 
some new gadget to add to their cars to 
interest the public in trading in their 
old machines. The Standard Metal Win- 
dow subsidiary of American Radiator 
has perfected an air-conditioning device 
for automobiles which may fill the need, 
for it will not only heat your car in win- 
ter and cool it in summer, but also re- 
move traffic odors through filtration. It 
is expected that the device will be well 
within the budget of the average car 
owner, and its price will be low enough 
to interest the motor manufacturers in 
adding it as standard equipment on new 
cars. 


The Securities Act has checked all, but 
the tipsters. Loopholes or not, they 
persist notwithstanding that this pro- 
tective measure was designed to check 
their pernicious operations. 


Bayuk Cigars + “Cc 

From 33 to 52% is the price range of 
Bayuk Cigars so far this year. Since 
Bayuk “Phillies” were cut a_ nickel, 
the company has stepped up production 
to 9 million cigars a week, or at the an- 
nual rate of 468 million cigars. As the 
company earned $10.30 a share on com- 
mon in 1929, when production was only 
300 million units annually, it is reasoned 
that the increased rate should produce 
higher earnings proportionately. But 
back in 1929 Bayuk cigars were selling 
mostly at a dime each and two for aquar- 
ter, which allowed a generous margin of 
profit. It is questionable if the nickel 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 
Atlantic Gulf 

Atlantic Gulf pfd........... 
Congoleum- Nairn.......... 
Kelly-Springfield 

National Surety 


cigar will yield anywhere near the same 
favorable margin of profit, and added to 
this uncertainty are increased wages 
under NRA, higher tobacco prices and 
increasing competition. 


Good reports turned in by international 
trade indicate that the economic laws 
are functioning irrespective of artificial 
trade and monetary barriers. 


Chickasha Cotton Oil 4 “C+” 


Selected as a beneficiary of commodity 
price advances in the May 17, 1933, issue 
of THE FINANCIAL WoRLD, Chickasha 
Cotton Oil has justified the improvement 
expected of it, with the report of $1.30 
a share earned for the fiscal year ended 
June 30, 1933, against a loss of 47 cents 
a share in the 1932 fiscal year. While 
only 51 cents a share was earned in the 
second six months, as compared with 79 
cents a share in the first six months, this 
is not regarded as unfavorable, as the 
June period is usually less profitable on 
a seasonal basis. The company paid 
a 25-cent dividend on July 1, 1933, with- 
out announcing that it was a quarterly 
distribution. On the basis of the earn- 
ings improvement, however, another 25- 
cent dividend should be ordered for 
October 1. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


IV... .Speculative Securities... . 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. it may 
be regarded as the soundest general 
investment program. 


The Government building program ig 
relied upon by the heavy industries to 
supply a backlog that will add consid. 
erable to their revenues for several 
years. This is one hope well based. 


Cluett, Peabody 4 

Despite increased material costs and 
higher wages under the NRA, Cluett, 
Peabody will not advance prices on its 
Arrow shirts at this time. It is hoped 
that increased orders, which have al- 
ready given some evidence of an upturn, 
will more than offset the higher overhead 
and make a price advance unnecessary. 
The company has been operating in the 
red since early 1932, but has maintained 
dividends, although at a decreasing rate, 
A substantial gain in fall earnings will 
be required to warrant the maintenance 
of the payment. 


Attendance at all major sports points 
to what can happen in spending money 
if increased leisure under the NRA is 
accompanied by more employment and 
increased wages. 


Columbia Pictures 4 he 

The annual report for Columbia Pic- 
tures for the fiscal year ended June 30, 
1938, is scheduled for publication this 
week and, in addition to showing earn- 
ings in excess of $4 per share on the 
common stock, will reflect improvement 
in the company’s financial position. But 
it will be the earnings of the current 
quarter, ended September 30, which will 
afford full reflection to the increased 
earnings accruing from foreign quar- 
ters, because of the depreciation of the 
dollar in the terms of foreign exchange. 
Columbia Pictures now derives about 
one-third of its gross revenues from its 
export business, and plans are under 
way for further development of this 
field. No dividends have been paid on 
the stock since October, 1931, but it is © 
understood that a resumption of pay- 
ments, either in cash or stock, will be 
given consideration this fall. 


If the estimates of improvement in in- 
dustry emanating from the Capitol and 
through the NRA are to be credited, 
recovery is now well on its way. The 
real test will be the next few months. 


General Foods 4 “B" 


This year the oyster season opened 
just in time to do its part in aiding re- 
employment. Some 70,000 men started 
work last week to harvest the 1933 crop 
of oysters, a goodly portion of which will 
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Knowledge Protects 


and Builds Capital 


by A. W. WETSEL 


After this article was written it was suggested that “capital” was inappropriately used. 


But is it? 


Capital, as used here, applies to money available for investment—wealth, 


regardless of amount or relative worth of its owner. In view of present day opportu- 
nities this subject should be of vital interest to anyone desirous of recouping losses, 
rebuilding depleted capital or again establishing a sound income from invested funds. 


UCH is heard nowadays about the 

“menace of stock market specula- 

tion.” So much has been said, in 
fact, that anyone not acquainted with the 
advantages of investing in listed securities 
might be misled and thereby lose valuable 
opportunities such as now are available. 


Later I will point out why we favor deal- 
ing in listed securities. First, however, I 
want to make our position clear. We con- 
cur with those who maintain that rank 
speculation should be discouraged and 
eliminated. T’o buy and sell on hunch or 
hearsay, as fancy beckons, is to place the 
odds overwhelmingly against you. To act 
on the advice of ‘tipsters’ and those having 
securities for sale is to “play someone else's 
game.” 


Difference Between Speculation 
and Investment 


But to buy judiciously-selected, listed securi- 
ties of leading companies at a time when 
industry is emerging from a major depres- 
sion is to enlarge the likelihood of building 
up your capital through appreciation. 


The difference, therefore, between rank 
speculation and investment lies not in the 
purpose or the act of buying securities, but 
in the methods used. 


Three Classes of Investors 


Investors may be divided into three general 
classes, according to the methods they 
pursue. 


(1) Those who buy carelessly and with- 
out knowledge. 


(2) Those who are sold securities with- 
out having a thorough understand- 
ing of them. 


(3) Those who keep advised as to 
what to do and act accordingly. 


In the long run, the last group is far more 
likely to achieve the true purpose of invest- 
ing. They make it their business to know 
about securities and undertake to learn 
(insofar as it is possible to KNOW) 
WHAT securities should be bought, 
‘WHICH should be sold (in order to capi- 
talize profits), WHEN and at WHAT 

. prices. They know that no securities should 
be put away and forgotten—or even bought 
for the “long pull.” Rather they realize, 
what we accept as an axiom, that “if you are 
right in the short swings you are bound to 
be right in the long pull.” With such 
knowledge capital, indeed, is more thor- 
oughly protected and more likely to grow. 


Listed Securities Favored 


Experience also has taught these people that 
there are advantages to be gained in invest- 
ing in securities listed on the New York 
Stock Exchange and having a broad active 


SEPTIMBER 6, 1933 


market. In the first place, the securities of 
foremost companies constitute this group, 
affording the investor a selection second to 
none. 


Such listed securities, also, have the great- 
est marketability known. Countless mil- 
lions could have been saved in the last four 
years had investors wanting to sell been 
able to find a ready market for their 
unlisted holdings. 


Again, listed securities of this type are 
“seasoned,” i.e., they have been outstanding 
for many months or, more likely, years. And 
detailed reports are published at frequent 
intervals. Accordingly. it is easier to know 
what to do. 


In short, you can buy and sell, when and 
as you think best. That is our reason for 
favoring listed securities. 


Know WHAT To Do 


How, then, does all this help to protect and 
build capital ? 


This type of security enables you to keep 
closer watch and obtain quicker action. 
But the important thing to know is what to 
do. Through analysis and a sound under- 
standing of market action, it is possible to 
safeguard your investments and make 
money in all types of markets. And much 
of that knowledge is obtainable from the 
market itself for therein lie the factors that 
control security prices. Prices, in reality, 
are but the stamp of value—human con- 
clusions influenced by a multitude of irre- 
sistible forces. 


Through constant analysis of these fac- 
tors it is possible to predetermine market 
action with a better than average degree of 
accuracy—to tell WHAT should be done 
to provide protection and enhance the op- 
portunities for profit. 

The present is regarded as a better time 
to invest and readjust security holdings 
than we have had in four years. It is de- 
sirable, therefore, if actually not.imperative, 
to know in advance what you reasonably 
ys expect to do and what should not be 

one. 


If you have experience, facilities, time and 
an aptitude for such work you can obtain 


this knowledge for yourself. If not, isn’t it 
better to seek the guidance of those quali- 
fied to do this work for you than to continue 
blindly? 


The Wetsel Method 


Wetse} recommendations, which serve as 
the guide for investors throughout the coun- 
try, are positive conclusions arrived at 
through constant analysis of contributing 
causes that are known to govern market 
trends and security prices. 

The success of this organization of in- 
vestment counselors, which has services 
ranging from supervision of large estates 
to guidance of small investors, has been 
based upon its exclusive methods and origi- 
nal conclusions as applied to market trends 
and security prices. 


If yours is a problem of recouping losses, 
of rebuilding your capital, of re-establishing 
an income from investments, or of learning 
what to do under present conditions, your 
chances of success should be greatly en- 
hanced if you are advised by experienced, 
independent counsel) WHAT to buy (and 
sell), WHEN and at WHAT prices. Such 
is the function of this organization. 


Informative Booklet Sent Free 


If you are not making the financial prog- 
ress you feel you should and you are de- 
sirous of seeing how knowledge can 
protect and build up your capital, you will 
be interested in a clear and specifie descrip- 
tion of conservative and profitable invest- 
ment methods. 

This booklet, “How to Protect Your 
Capital and Accelerate Its Growth,” merits 
your thought at this time. It explodes 
costly theories that have hampered many 
but also shows you how to overcome the 
handicaps of fallacies so many accept as 
venerable guides. It has provided a sane 
understanding for large and small investors 
all over the world. It may be helpful to 
you. Send for it today. See for yourself 
what this method has to offer. No cost or 
obligation. Merely fill in and mail the 
coupon. 


A. W. WETSEL ADVISORY SERVICE, INC. 


Investment Counselors 


Chrysler Building 


New York, N. Y. 


A. W. Wetsel Advisory Service, Inc. rae 
Invest Cc lors 
Chrysler Building, New York, N. Y. 
Please send me, with- ; 
“How to Protec our 
ate Its Growth.” 
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LONG PULL 
INVESTORS! 


CHECK UP 


WITH THIS 
SCHEDULE 


Your list can be materially improved 
for the next 12 months by recom- 
mended changes that will be pub- 
lished in our regular weekly Bulletin 
A. 3337. 


All investors interested in their long 
pull position can thoroughly check 
and revamp it throughout, by adopt- 
ing the policies laid down in this 
comprehensive LONG PULL Bulle- 
tin... the 3rd so far of the bull 


market's life. 


The 53 long stocks bought 13 months 
ago, on which a satisfactory profit 
can be realized, are to be reduced by 
the elimination of 13; but 5 new 
stocks, entitled to respect thru their 
recent proclivities, will be added. 


To get your free copy merely print 
your name plainly on this adver- 
tisement and mail it to us. 


This Financial Guide is Free 
(But The Edition Is Limited) 


ADDRESS .. 


ery" PURWE 
FENW 


BOSTON, MASS. 


YOU CAN BUY 


Good Securities 
in Small or Large Lots 


Partial Payments 


Ask for porn F.8 which explains 
+ plan and terms 


James M. Leopold & Co. 
Members New York Stock Exchange 


70 Wall Street New York 
Established 1884 


femme Div. 5-48, Babson Park, Mass. 


Are Stocks Still 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 


a Buy? 
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be distributed by Bluepoints, Inc., a sub- 
sidiary of General Foods. This is one 
division of General Foods’ business 
which is strictly seasonal, for the public 
has long been educated to the belief that 
oysters “R” in season only from Septem- 
ber to April. Another division of G. F., 
Frosted Foods, has proved that by quick- 
freezing the oyster it is just as edible in 
summer as in any other part of the year, 
but it is doubtful if the idea can be sold 
to the public as easily as strawberries in 
January. 


Motorists do not have to wait for 
higher prices for oil. They were al- 
ready on the way because of the special 
tax imposts. Yet, judging from the 
number of cars on the road, they are 
bearing up well under it. 


Gillette Safety Razor 4 “C+” 


Changing its policy from one of aloof- 
ness to that of fighting fire with fire, Gil- 
lette Safety Razor last week drastically 
reduced prices on all blades, including 
the Blue, White, Probak and Auto- 
Strop. The new price schedules bring 
Gillette blades down close to the level of 
bootleg competition, and perhaps this 
plan will have the same effect as the 
price cut in leading cigarette brands had 
on the ten-centers. The management 
apparently has no fear of a serious de- 
cline in earnings, for directors have 
met and declared an increased dividend 
of 26 and 30/95 cents, payable Septem- 
ber 30, against 25 cents on June 30, the 
increase of the cent and a fraction com- 
pensating for the 5 per cent Federal 
tax on dividends. 


After the summer inertia another im- 
portant problem awaits the Adminis- 
tration, and that is the foreign debts. 
To arrange them satisfactorily to Con- 
gress will need most delicate handling. 


Int’l Business Machine 4 “B+” 


The acquisition of the Radio Indus- 
tries Corporation by International 
Business Machines brings with _ it 
patents on radio-type, a means of 
transmitting graphic intelligence by 
either radio or wire. It is expected 
that I. B. M. will soon offer this new 
type of service to business and indus- 
try, permitting instantaneous written 
communication between departments of 
an office or plant by the “micro-wave” 
radio. The Radio Industries Corpora- 
tion will become a separate division of 
International Business Machines under 
the supervision of the developer of 
radio-type. 


Whatever may be said of the brusque 
language General Johnson uses to get 
the country in line with his efforts to 
revive industry, no criticism is heard 
about his monumental energy. 


Int'l Nickel 4 “C+” 


Sharp gains in the demand for 
nickel reflect the improvement in the 
automobile industry, as well as in other 
lines of industrial activity where large 
quantities of nickel are used. Inter- 
national Nickel’s gain in earnings for 
the second quarter of the year, over 
the first quarter, may, therefore, be 
exceeded in the current quarter for 


August sales continued upward to 4 
million pounds, against 3 million 
pounds in July. The company earned 
10 cents a share in the June quarter 
against a loss of 4 cents a share in 
the March quarter. If a further sub- 
stantial gain in the September quarter 
is recorded, the stock will be regarded 
as a likely dividend prospect. 


Theoretically, charts can be made as 
logical as figures. On paper they seem 
to prove facts. Yet they do not always 
work out, for they cannot measure ac- 
curately the human element. 


Kroger Grocery 4 “C4” 


In commenting on the increased cost 
of the NRA program to the Great 
Atlantic & Pacific Tea Company, 
Albert H. Morrill, president of Kroger 
Grocery & Baking, points out that 
their higher costs are not an exact 
criterion of Kroger’s increased costs 
which “will be relatively higher for 
various reasons.” It is Mr. Morrill’s 
opinion that “the entire outcome of 
operations, during the remainder of 
the year, is dependent on the willing- 
ness of the consumer to absorb all or 


_part of this increased cost of distribu- 


tion. It is anybody’s guess what 
will happen.” 


Pity the suffering railroad presidents. 
They are not supposed to be worth 
more than $60,000 a year. Few resig- 
nations may be expected, for they can 
still keep the wolf from their doors, 
though their dignity may be ruffled. 


Macy 4 


One of the leading merchandisers 
which may be affected for good or 
ill by the Government’s plans for price 
fixing is R. H. Macy. It is known 
that the management of the big store 
has criticised several of the retail 
codes as “price fixing gone mad,” 
particularly that of the retail drug- 
gists which goes a bit further than 
most codes in its stipulations on price 
cutting. Macy does a large business 
in cut rate drug preparations and 
would undoubtedly lose much of this 


WEEKLY RECORD OF EARNINGS 


To June, 1933 1932 


EARNED PER SHARE: 2nd Q. 6 Mos. 6 Mos. 
Affiliated Products. .......... $0.20 $0.62 $0.80 
American Home Products... . 1.72 2.37 
Atlantic Refining. .......... ae il 1.18 
General Amer. Transportation . 0.76 1.15 1.02 
0.62 nil 
Spicer Manufacturing........ p0.62 nil nil 
12 Months to June 30 
Chickasha Cotton Oil. ........ 1.30 nil 
General Gas & Klectrie,....... p0.93 a. 18. 
Niagara Hudson Power....... 0.71 1.46 
12 Months to July 31 
American Water Works & 7. 1.20 2.26 
Emporium Capwell.......... 0.46 nil 
American Gas & Electric. ..... 1.78 2.79 
Kansas City Power & Light... . p85.97 p05. 00 
10 Months to July 31 
National Bellas Hess. ........ 0.04 
3 Months to July 31 
Crown Willamette........... po.95 pl.39 
12 Months to December 31 | 
General Gas & Electric... ..... p4.i1 


a On Class A shares. p On Preferred shares. 
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trade if it could not maintain its 
“6 per cent less” price policy. But 
this is not the only department which 
would suffer under price fixing plans 
and for the next month until a number 
of retail price codes are approved 
Macy’s price policy of the future will 
be uncertain. 


What may be causing considerable 
mental disturbances is the certainty of 
increased taxation, but this burden 
should be lightened if repeal comes and 
business gains in momentum. 


Monsanto Chemical 4 “B+” 


Having no desire to be left out in 
the cold when, as, and if repeal be- 
comes effective, Monsanto Chemical, 
through its Merrimac Chemical sub- 
sidiary, has begun construction of a 
large scale production plant for the 
distillation of grain alcohol. Contracts 
have been let for the first unit, to cost 
around $600,000, which will be com- 
pleted around the close of the year. 
The annual capacity of the plant is 
estimated at three million gallons, 
which would be about 3 per cent of 
the country’s total production. The 
contribution of this new source of 
revenues to earnings will depend to a 
large extent upon establishment of 
stability in the alcohol market follow- 
ing repeal. 


The dog days are now behind us. The 
season of resumption of human activi- 
ties are ahead. It is only the direction 
they will take that remains uncertain. 


Myers & Bro. 4 — 


The resumption of dividends by F. 
E. Myers & Bro. on a $1 annual basis 
by the payment of a quarterly dividend 
on September 30, 1933, of 25 cents was 
more or less indicated by the com- 
pany’s report for the quarter ended 
July 31, 1938, which showed earnings 
equal to 74 cents a share. This com- 
, pares with only 13 cents a share in 
the six months ended April 30, 1933, 
making a total of 87 cents a share for 
the nine months’ period, against 55 
cents a share in the same nine months 
of 1932. In manufacturing a_ well 
diversified line of pumps used both for 
agricultural and industrial purposes, 
the company has benefited from in- 
creased purchasing power in all sec- 
tions of the country. But what hast- 
ened dividend resumption was the re- 
tirement of 5,000 shares of 6 per cent 
cumulative preferred in May of this 
year which cut the amount of pre- 
ferred stock outstanding to 10,000 
shares out of an original issue of 
30,000 shares. 


Though the investigation of Wall 
Street is still some months from re- 
sumption, the articulate head investi- 
gator rushes into print to tell how and 
where the big stick will fall. 


National Cash Register 4 a 


For over ten years at more or less 
regular intervals, National Cash 
Register has followed the policy of 
passing operating economies on to the 
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consumer in the form of price reduc- 
tions but last week the situation was 
reversed for the first time. Advances 
ranging from 10 to 15 per cent have 
been made on the majority of models 
and it is expected that further increases 
will soon be ordered to take care of 
increased wages and the higher cost 
of materials. Operations for N. C. R. 
resulted in a smaller loss in the first 
half of this year, compared with the 
similar period of 1932, and it is re- 
ported that a small profit may be 
shown for the current quarter. A 
further substantial improvement in 
earnings will be necessary, however, 
before consideration can be given to 
a resumption of dividends on the class 
A stock. 


Again rumblings are heard in France 
regarding her ability to maintain her- 
self on the gold standard. The budget 
is the special fly in the ointment and 
inflation is talked of as a way out. 


Raybestos-Manhattan 4 “C+” 

Sales of Raybestos-Manhattan for 
the first half of this year were slightly 
lower than in the same period of 1932 
but through operating economies the 
company was able to turn a loss of 18 
cents a share into a profit of 36 cents 
a share this year. While the latter 
half of any year is seasonally less 
profitable than the first half, the com- 
pany is basing its hopes for good 
business this fall on increased pur- 
chasing power under the NRA. The 
company is one of the strongest finan- 
cially among the motor equipments, 
having a total of $6.9 millions in cur- 
rent assets, of which $3.1 millions is 
in cash and Government securities, as 
compared with current liabilities of 
only $625,354 in ratio of better than 
10 to 1. 


From reports from Soviet Russia, it is 
more likely that it will consume fifty 
years than five years to put its “five- 


What Stocks Will 
Benefit from NRA 


Timely UNITED OPINION Report lists 


44 Companies in favored position 


VER 1,000,000 men have been put back to work by 

the NRA. Factory payrolls increased 7.9% in July. 
Producers and distributors of goods for individual consump- 
tion are showing sharp sales gains. 
by higher labor costs, yet many Concerns are turning rising 
Securities of these Companies 
are the ones to watch from now on. 


Send for Special 44-Stock Report 


A= a thorough study of the effects of the NRA our Staff 
has selected 44 stocks in line for higher earnings—now sell- 


sales into increased profits. 


ing from $8 to $80 a share. 


210 Newbury St. 


This timely report free on request. 
Send for Bulletin F.W.-46 free 


UNITED BUSINESS SERVICE 


Some gains are offset 


Boston, Mass. 


Electric Bond and 
Share Company 


Two Rector Street 
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What Traders 
Like About 
“Market Action’ 


—is the fact that all recommenda- 
tions are absolutely cefinite and 
all outstanding -ommitments are 
reviewed each week until the op- 
portunity has been presented to 
close them out in accordance with 
the recommendations. You are 
never left hanging in mid-air. 


We Caught the Break 


The July 10th issue of “Market 
Action,” summarizing the condition 
of the market, said: 

“We expect a major reaction to be- 
gin either Saturday or Monday. It 
should eventually carry prices down to 
about the September top of 81.39.” 

Prices reached their highest level, 
110.53, during the forenoon Tuesday 
~y and by Friday had declined 
to 


Follow “Market Action”’ 


Whether you are interested in 
short or long swings, “Market Ac- 
tion” will tell you what stocks to 
buy . . . and when. Free sample 
copy on request... or 


Send $1 for 4 Weeks’ Trial 
Subscription. 


WETSEL 


MARKET BUREAU, Inc. 


603A Empire State Building, New York City 


Dow Theory 
Comment 


A letter written by the author of 
The Dow Theory discussing the cur- 
rent movement of “the averages.” A 
service for those who prefer to do 
their own thinking. 


Write for copy of a recent letter 


ROBERT RHEA 
Colorado Springs Colorado 


SAFETY 


Free Copy sent. Part of Protective Trading 
Service, $150 year, 2 mos. $30. NEILL- 
TYSON, INC., 347 Madison Ave., New York 


PLA 


FOR MARKET 
TRADING 


STOCKS 


carried on censervative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


WHY GAMBLE? 
Use Knowledge 


Be prepared to Profit from the big 

move in stocks which is still to come. 
Write for Free Folder. 

The Methodical Trading Institute, Inc. 

~ 122 East 25th Street, New York, N.Y, 
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year plan” over, but that is because of 
insufficient buying power. 


South Porto Rico Sugar 4 “B” 

The improved statistical position and 
better stabilized price structure of the 
sugar industry have led one company 
in the field to increase its dividend. 
Last week directors of South Porto 
Rico Sugar voted a quarterly dividend 
of 60 cents a share, payable October 2, 
thus raising the annual dividend rate 
to $2.40, against $1.60 previously. 
This action forecasts a more favorable 
report for the fiscal year September 
30, 1933, than in the 1932 fiscal year 
when the equivalent of $2.54 a share 
was reported. 


Instead of thin shelves under the mar- 
ket through which pressure could read- 
ily break, the ledges are firmer, and 
each succeeding one appears to be on 
a higher level. 


Woolworth 4 


Recent weakness in the price of 
Woolworth marketwise is attributed to 
uncertainties over the possible influence 
of the NRA code for the chain stores. 
For the larger chain store systems 
operating many small units and em- 
ploying low paid_ salespeople, in- 
creased wages and shorter hours are 
likely to cut into the margin of profit 
unless sales are expanded sufficiently 
to make up the difference. Woolworth 
has made some progress in expanding 
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sales on a contra seasonal basis. Sales 
for July this year were 1.5 per cent 
ahead of June, whereas last year July 
sales declined 4.2 per cent under June, 
1932. If the company continued this 
improvement into August, it could he 
assumed that increased costs are being 
absorbed. Woolworth has _ progres- 
sively reduced the percentage decline 
in sales, as compared with a year ago, 
in each of the past three months and 
continued gains through November 
would bring sales for 1933 well above 
the total for 1932. 


Nearly every security group is singled 
out “to lead the market” in the antici- 
pated fall revival, leaving speculators 
and the public to take their choice. A 
cross-word puzzle is less difficult. 


Zonite Products 4 

It appears as thoug.. whisky will 
mix with almost anything, with the soft 
drink, food and chemical companies 
announcing plans for after repeal, one 
after another. Now a drug products 
company has announced its intention 
to share in the change. Zonite Prod- 
ucts reports that it is concluding nego- 
tiations for the exclusive distribution 
of several brands of Scotch whisky 
upon the repeal of the Eighteenth 
Amendment. The company is also 
planning to render incidental advertis- 
ing service for the brands of whisky 
which it plans to distribute in this 
country. 


The Dangers of Price Fixing. 


Act has been devised for the defi- 

nite purpose of establishing fair 
codes of trade for the various indus- 
tries in order to stimulate business and 
increase employment. The unfair and 
unethical practices to a large extent 
responsible for the protracted depres- 
sion are generally connected with price 
cutting and discrimination. Conse- 
quently, if such conditions shall be 
effectively remedied by the new system 
of economic order, some kind of price 
control will logically become necessary 
to guarantee full success for the Re- 
covery Act. 

So far the Administration has shown 
much reluctance to adopt any system 
of price fixation, although General 
Johnson himself recently admitted that 
the regulation of production in some 
codes would involve to some extent the 
control of minimum prices. This idea 
of minimum prices has already been 
applied by the Farm Relief Adminis- 
tration when grain market fluctuations 
were limited for each trading day and 
when minimum levels were fixed below 
which the price for grains was not al- 
lowed to fall. The code for the oil 
industry also contains such minimum 
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price-fixing regulations, but leaves it 
to the discretion. of the President to 
make use of this measure. The steel 
code also provides for the fixation of 
fair base prices. 

Thus, the idea of minimum price 
fixation has already been adopted in 
principle by the Administration, al- 
though its practical application is still 
somewhat hesitant and vague in its codi- 
fication. However, the logic of the 
fundamental idea of the National Indus- 
trial Recovery Act appears to force 
finally upon the Government a definite 
and straightforward application of a 
control of minimum prices. 

If this procedure is applied generally, 
will it also result in a fixation of maxi- 
mum prices, or will the latter be left to 
be controlled by the free play of supply 
and demand? A hint of the possible de- 
velopment of this phase of the problem 
might be found in the action of the Farm 
Administration. In order to protect the 
consumer this governmental agency has 
established a special bureau to prevent 
profiteering from too sharp an advance 
in prices. It has actively interfered and _ 
prevented the relatively sharp increase 
in the price of bread announced in many 
parts of the country as a result of higher 
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grain prices. Furthermore, many com- 
plaints have already been lodged with 
the Administrator of the Recovery Act 
against allegedly unwarranted price 
advances. 

So far in such cases only moral suasion 
has been applied, and the culprits who 
were found to be taking advantage of 
the present situation have been asked to 
desist from their practices. Such prece- 
dents lead to the conclusion that, if 
forced by circumstances, the Govern- 
ment would not hesitate to take a hand 
in the fixation of maximum prices. Of 
course, such regulations could not be 
made in a rigid fashion, but would have 
to be worked out on an elastic scale, 
varying according to changes in eco- 
nomic conditions. 


Cartelization Coming? 


In a previous article on the National 
Recovery Act published in the May 31, 
1938, issue of THE FINANCIAL WORLD, 
the statement has been made that the 
application of the Act would finally lead 
to a cartelization of the American indus- 
try. Events so far have corroborated 
that theory. Price, market and produc- 
tion control are the principal character- 
istics of an industrial cartel. The codes 
of fair trade accepted for the various 
industries read like a preamble to the 
more definite cartel regulations, and it 
appears that the logical development of 
the measures already undertaken by the 
Government will finally lead to the em- 
bodiment of the cartel type of price fix- 
ing into the codes. 

Under the cartel agreement the mem- 
bers of the respective industries allot 
markets and fix prices at a level to allow 
the marginal producer a_ reasonable 
profit. Such an agreement cbviously can 
succeed only if it embraces a sufficiently 
high percentage of the total industry. 
Therefore cartels often take a monopo- 
listic character, a development opposite 
to the American traditional conception 
that free competition is the life blood of 
all business. Consequently, before we 
can adopt the completely cartelized form 
of industrial organization we must fun- 
damentally change our anti-trust laws, 
as the simple and extremely direct 
method of price fixing by the cartel sys- 
tem does not appear permissible under 
present laws. 
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The principal objection against cartel 
prices is that they are too high, due to 
the fact that they are based upon the 
operating costs of the least efficient pro- 
ducer. However, cartel history, espe- 
cially in Germany, shows that unreason- 
ably high prices generally result in a 
loss of business by the cartel and unde- 
sirable accumulation of stocks, with the 
result of a disruption of the cartel fol- 
lowed by a period of cut-throat compe- 
tition. If, however, in such a case the 
cartel organization is maintained, the 
costly process of restricting production 
would have to be applied, usually accom- 
panied by a lowering of the cartel price. 

On the other hand, the maintenance of 
a very profitable price level for one in- 
dustry through cartel price regulations 
over a period of time generally attracts 
new capital to that industry, which in- 
creases production and consequently 
tends to lower cartel prices. The propo- 
nents of the cartel-price-fixing system 
believe that such a price regulation is 
sounder and results in a more ideal com- 
petitive price level than can be attained 
under our present system of rugged indi- 
vidualism in trade and commerce. 


The Question of Enforcement 

The introduction of a cartel system of 
price fixing into our industrial structure 
involves the grave difficulty of enforce- 
ment. As American industry is but little 
accustomed to cooperative action, a far- 
reaching system of supervision would be 
necessary to guarantee the observance of 
the price-fixing agreements, and, fur- 
thermore, there would have to be 
established some power for effective pun- 
ishment of the violator of the agree- 
ments. 

And yet the road upon which the 
Administration has embarked seems to 
lead to ultimate price control through 
agreements of the various industries 
under governmental supervision and 
sanction, with ensuing restrictions of 
free competition. Such a development 
would not only make Uncle Sam a part- 
ner in industry, but the dominant tsar 
over all industrial activities in this coun- 
try. It is a road for which there is little 
precedent, but the nation must go on 
with the National Industrial Recovery 
Act, and the knowledge of the difficulties 
ahead should not deter its advance. 


NRA Code May END Trade-in Evils 


You Had Better Trade Your Old Car Now 


HE question of determining a proper 

allowance for used cars on trade-ins 
has for years been the most serious thorn 
in the flesh of the automobile industry. 
Excessive allowances for used cars in 
order to get new car business have 
ruined many an automobile dealer, and 
the industry as a whole can not be pros- 
perous unless its dealers are prosperous. 
The National Automobile Dealers Asso- 
ciation’s draft of a code for the retail 
automobile business proposes “that the 
value of any used motor vehicle, either 
passenger or commercial, shall be the 
average market price that the public in 
any given area is then paying for that 
vehicle as established by the NADA 
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from certified reports of actual sales.” 
The code also provides for the collection 
of data for official guides for use by 
dealers in making trade-in allowances, 
and decrees that no dealer shall, directly 
or indirectly, “accept in trade any used 
vehicle at an allowance price of more 
than its value less a minimum selling, 
handling and reconditioning charge of 
20 per cent.” 

While the first reaction of the public 
to strict application of these provisions 
might be unfavorable, since it would 
mean substantial reductions in trade-in 
allowances in many cases, the new car 
buyer as well as the automobile business 
should benefit in the long run, 


STOCK MARKET 
TECHNIQUE 


Edited by 


New Issue (Oct.-Nov.) Just Out 


10c a copy — All newsstands 


CONTENTS 
Judging Strength or Weakness by the 
Half Way Points 
Trading in Stocks as a Profession 
Odds Against Amateurs 
What Partridge Said to Livermore 
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135 Page Bound Volume 
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PRICE OF THIS BOOK IS $1.00 postpaid 
or it will be sent free as a premium with two- 
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12 in all, for $1.00. 


10 Rules of a 


Successful Trader 
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HE outlook for the stocks listed below is 
discussed in our current Stock Market Bul- 
iets. copies of which will be sent to you free 
of charge. 

If you hold or are interested in an of the 
following securities, our current ulletins 
should prove of _— value in the present un- 
certain period. he stocks discussed are: 
American Machine & Foundry International Harvester 
American Smelting Johns-Manville 
Baltimore & Ohio Kroger Grocery 
Bendix Aviation Mathieson Alkali 
Bohn Aluminum 
Canadian Pacific 
Chrysler Pennsylvania Railroad 
Commercial Solvents Standard Brands 
General Motors Timken Roller Bearing 
Goodyear United Gas [improvement 
Simply send your name and address and the 
above mentioned Bulletins will be sent to you 
without cost or obligation. Also an interesting 
book called “MAKING MONEY IN STOCKS. 


INVESTORS RESEARCH BUREAU, INC. 
Div. 450, Chimes Bldg., Syracuse, New York 


DIVIDENDS 


Continental Gas & 
Electric Corporation 


Bankers Building, Chicago, Illinois 


The Board of Directors of Continental 
Gas & Electric Corporation has declared 
the following dividend on the stock of 
the Company: 

A quarterly dividend of $1.75 a share 
on the 7% Prior Preference Stock, payable 
October 2, 1933, to stockholders of record 
at the close of business September 13,1933. 


Stock transfer books will not be closed. 
L. H. HEINKE, Secretary. 
Chicago, August 22, 1933. 


The Bell Telephone Company of Canada 


NOTICE OF DIVIDEND 

A dividend of one and one-half reent 
(1.50%) has been declared payable on 
the 16th of October, 1933 to shareholders 
of record at the close of business on the 
23rd of September, 1933. 

W. H. BLACK, Secretary-Treasurer. 
Montreal, August 23, 1933. 


E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, August 21, 1933 


T Board of Directors has this day declared 
dividend of $0.50 per share on the outstanding $20. 00 
par value Common Stock of this Company, payable 
September 15, 1933 to stockholders of record at the 
close of business on August 30, 1933; also dividend of 
$i. 50 a share on the outstanding debenture stock of this 
Sompany, payable on October 25, 19 > of 
record at the close of business on October 10, 193 
CHARLES COPELAND, 


BIG PROFITS 
FOR YOU! 


F you know the right 
people; if you have finan- 
cial contacts; if you have an 
acquaintance among inves- 
tors and speculators, you 
don’t need previous experi- 
ence to make money sellin 
FINANCIAL WORLD’ 
Threefold Investment Serv- 
ice at $10 a year (Canada, 
$12). Ask for our liberal 
terms. 


Promotion Manager, 


The Financial World 
53 Park Place, New York 


Name . 


The Commodity Situation 


* Better undertone develops 
in non-agricultural com- 
modities as effects of early sum- 
mer speculative excesses fade 
into the background. .. . 
Grains irregular in face of gen- 
erally bullish ‘developments. 
Cotton waits on crop 
and test of price structure under 
marketing pressure. 


developed a stronger undertone, 

though day-to-day movements in 
the options markets have irregularly 
paralleled security and grain list fluc- 
tuations. The direct influence of the 
agricultural commodities, however, has 
materially lessened as the effects of 
the speculative excesses of early sum- 
mer recede into the background, and 
the moderate uniformity of the price 
pattern is traceable to the fact that 
developments of broad import have 
been dominant among the factors af- 
fecting current values. The wheat 
limitation accord reached among the 
principal wheat-growing nations, and 
the modification of the United States 
embargo on gold exports are instances 
in point. The commodities have re- 
sponded normally to developments 
within their own field, and as a con- 
sequence various groups have pursued, 
for short and varying periods, courses 
counter to the general trend. 


CC eevetopea' as generally have 


Wheat Prospects Improved 


Interest in the commodity field nat- 
urally enough has centered on wheat, 
and while it is reasonable to assume 
that the price direction will be upward 
over the next several months, the daily 
course of prices has been decidedly 
erratic. In the closing week of August 
the liquidation of September’ wheat 
forced prices down because of the ab- 
sence of speculative interest. A simi- 
lar situation in corn and other grains 
was encountered, though here as in 
wheat the amount of liquidation was 
not heavy. Little in the news of the 
past fortnight could be construed as 
bearish, but apparently the grain trade 
was not in a humor to be influenced 
by the bullish tenor of the daily budget 
of crop advices and general business 
news. The lack of any new demand 
for grain futures from traders—as 
distinguished from the trade—encour- 
aged a waiting attitude towards re- 
placement of September contracts with 
December until after that option should 
become the near month. 

Crop expectations show no improve- 
ment, and it is expected that the 
September 11 government forecast and 
condition report, which will be as of 
September 1, will merely confirm the 
August 1 condition and forecast. Since 
then the crop prospect in the Southern 
hemisphere has taken. more definite 
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shape, though not for the better, the 
Argentine especially reporting unto- 
ward growing conditions and every 
probability of an extremely short crop. 
Australian conditions are also painted 
discouragingly in trade dispatches. 
The Department of Agriculture’s plan 
for a 15 per cent curtailment in our 
own planted acreage next year also 
points to the ultimate success of the 
determined efforts that are under way 
to get rid of the unwieldy surpluses 
that pressed grain prices far below 
production costs. 


Cotton Prices Bolstered 


While cotton prices were bolstered 
somewhat by the modification of our 
gold embargo attention has been turn- 
ing to the bureau’s September 8 state- 
ment of condition, yield, ginnings and 
abandonment. The figures will be as 
of September 1, and private calcula- 
tions of the probable yield suggest that 
if anything the government is likely 
to revise its August figure slightly up- 
ward. The August statement indicated 
the yield at 12,314,000 bales. 

Exports of American cotton continue 
to make a very favorable showing in 
contrast to last year and 1931. The 
cotton year, which began August 1, 
shows an excess of more than 100 
thousand bales in exports over the first 
month of last year, and double that 
over August, 1931. The depreciation 
of the dollar in terms of foreign cur- 
rencies naturally has stimulated the 
export movement, but it is yet to be 
determined how much of the increase 
may prove to have had its incentive in 
a fear abroad that the dollar may have 
an early and sustained recovery. This 


’ would stimulate the laying in of stocks 


against later requirements; last year 
and in 1931 the price trend encouraged 
hand-to-mouth buying by foreign spin- 
ners of American staple. There is, 
none the less, a substantial amount of 
the actual being taken for early con- 
sumption, and there is a broadening of 
the demand also. Japanese spinners 
have undertaken to substitute United 
States cotton for Indian in retaliation 
for the boycott in India on Japanese 
manufactures. It also is probable that 
considerable shipments of American 
cotton will be arranged for Russia ~ 
later on this year. 

Cotton, however, is too much under 
the influence of the new crop to give 
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Dividends Declared 


Regular 
Poy Hidrs. of 
Company Rate riod able 
Affiliated Products............. 5e M Oct. 1 Sept. 18 
Allied Chem. & Dye Corp. pf.. .$1.75 Q Oct. 2 Sept. ll 
Alpha Cement pf... ..$1.75 Sept.15 Sept. 1 
American Can Co. 7% pf... .. . .$1.75 Oct. 2 Sept. 15 
Am. Saf. Q Sept.30 Sept. 8 
Amer. Tobacco pf............ 3 Oct. 2 Sept.i9 
Am. Water Works & El. Co. pf.. 8 
hor Ca) pt. 
Oct. 2 Sept. 19 
Baldwin Co. pf. A.. Sept.15 Aug. 31 
jor & Aroostoo t. Sept. 
Q Oct. 2 Sept. 2 
Beatrioe Cr. re Q Oct. 1 Sept. 14 
Cent. Ill. Lt. 6% Q Oct. 2 Sept. 15 
Q Oct. 2 Sept. 15 
Chase Nat. Bank. Q Oct. 1 Sept. 8 
Chesapeake Oct. 2 Sept. 1! 
Dayton Pwr. & Lt. Co. 6% pf... Oct. 1 Sept. 20 
.. Sept. 1 Aug. 29 
Early Daniel Sept. 30 Sept. 20 
Keine Q Sept.30 Sept. 20 
Edson Bros. Seta. pf...... 75 Q Sept.15 Aug. 31 
Eastern SS. Li rs Ist pf . 4 Q Oct. 2 Sept. 1 
Do(nopar) pf......... Q Oct. 2 Sept. 15 
Gen. Outd. Adv. pf........... J Q Sept. 5 Sept. 2 
Gen. Ry. Signal .. Oct. 1 Sept. 8 
eee ee 150 Q Oct. 1 Sept. 8 
Gillette *266-19¢ .. Sept. 30 Sept. 5 
General Q Oct. 25 Sept. 29 
Do (special stk).............. Q Oct. 25 Sept. 29 
Glidden Co. pr. pf............ $1.75 Q* Oct. 2 Sept.1 
3 Oct. 2 Sept. 12 
Hackensack Water pf. A. . Sept. 7 Sept. 18 
Hearst Pub., Cl. A A Sept.15 Sept. 1 
Helme ed -) Co. .-$1.25 Q Oct. 2 Sept. 9 
Q Oct. 2 Sept. 
Powder Q Sept.25 Sept. 14 
87% pt. 1 ug. 
Linde Air _— Co. 6% 7 ..$1.50 Q Oct. 2 Sept. 20 
Lord & Taylor a 2.50 3 Oct. 2 Sept. 16 
30¢ Oct. 2 Sept. 15 
$1.75 Q Oct. 2 Sept.15 
— ~ aed ee $1.75 Q Oct. 1 Aug. 31 
Oct. 1 Aug. 31 
De $5 Oct. 1 Aug. 31 
Minnesota Pwr. & Lt. 7% pf... Oct. 2 Sept. 11 
Q Oct. 2 Sept. 11 
Mississippi Riv. Pw. 6% pf. . Q Oct. 2 Sept. 15 
Myers (F.E.) & -$1.50 Q Sept.30 Sept. 15 
Nat. Brew., Ltd., pf............ 44c Q Oct. 2 Sept.15 
Co. $1.75 Q Oct. 1 Sept. 16 
$1.75 Oct. 2 Sept. 15 
$1.50 Oct. 2 Sept. 15 
N. Go, pf... .$1.75 Oct. 2 Sept. 20 
Penn. Cent. $1.25 Oct. 2 Sept. 11 
— Service of-N. H. $6 pf. . .$1.50 Sept.15 Aug. 31 
1.25 Q Sept.15 Aug. 31 
Gas & E1.6% pf.. Oct. 1 Sept. 15 
eeves (Dan.), Hs Sept.15 Aug. 31 
Do 614% p Sept.15 Aug. 31 
Rochester Tel. Cp Oct. 2 Sept. 20 
Do wil pf Oct. 2 Sept. 20 
Oct. 2 Sept. 12 
Southern Ed. orig. pf. . .50e Q Oct. 15 t. 
Oct. 15 Sept. 20 
Std. Brands 25c Oct. 2 Sept. 5 
m. pf ‘eee $1.75 8 Oct. 2 Sept. 5 
Porto "Rico $2 Oct. 2 Sept. 12 
| Shipyrds 25c Q Sept.20 Sept. 5 
Va. $1.75 Q Oct. 1 Sept. il 
20 67% p......... $1.50 Q Oct. 1 Sept. 11 
Weeson & Snowdrift... ..13.158¢ Q Oct. 2 Sept. 15 
West Penn. Elec.Co.,A....... $1.75 Q Sept.30 Sept. 18 
West Penn, Co. 1% $1.75 Q Nov. 1 Oct. 5 
Do 6° ‘pt. -$1.50 Q Nov. 1 Oct. 
Westmoreland Water $6 pf $1.50 Oct. 2 Sept. 20 
Westvaco Prd. $1.75 Oct. 1 Sept. 14 
Accumulated 
50c Sept. 1 Aug. 29 
U. 8, Leather pr. pf............. $2 Sept.15 Sept. 10 
Extra 
De 25e Oct. 1 Sept. 20 
25e Oct. 2 Sept. 15 
Increased 
Chesapeake & Ohio Ry.......... 70c Q Oct. 2 Sept. 11 
Congoleum-N Inc.............. 25c Q  Sept.15 Sept. 1 
60c Q Sept. 2 
Hazel Atlas Glass............... $1 Q Oct. 2 Sept. 16 
South Porto Rico Sugar......... 60e Q Oct. Sept. 12 
Ward Baking pf............ «-..-00e .. Oct. 1 Sept. 15 
Reduced 
Am. Home Prod............... 20e M Oct. 2 Sept. 14 
Resumed 
Myers (F. 25¢ Sept. 30 Sept. 15 


~The u unusual fraction on the common dividend is to com- 
pensate for the 5% Federal tax. 4s 

§Dividend increased to allow for 5 per cent 
which will amount to 7!c annually. Btookh 
$1.4214 annually. 


SEPTEMBER 6, 1933 


vernment tax, 
ers will receive 


power. 


promise of any early price advance of 
importance. There is little to induce 
speculative interest until after the crop 
has been moving to market in substan- 
tial volume and the market meets the 
test of heavy offerings of the actual 
along with the liquidation of hedging 
contracts. 


STOCK MARKET LAGGARD 


concluded from page 233 


Roebuck, with smaller working capital 
and comparatively heavy bank loans. It 
is because of this factor that Montgom- 
ery Ward is able to show net working 
capital per share of common stock, after 
deducting class A stock at its liquidating 
value of $100 per share, at $12.59 a 
share, or almost 50 per cent of the pres- 
ent market price of the stock. Sears, 
Roebuck’s net working capital at $9.86 a 
share, on the other hand, is less than 25 
per cent of the current market price. So 
far as capitalization is concerned Sears, 
Roebuck has a somewhat better position, 
having neither funded debt nor pre- 
ferred stock. Montgomery Ward has 
outstanding ahead of its common shares, 
201,554 shares of $7 cumulative no par 
class A stock on which dividend accumu- 
lations now amount to $8.75 a share. 
These back dividends must be paid up 
before a resumption of payments can be 
considered on the common stock, and 
thus it appears that Sears will be in a 
position to resume dividends at an ear- 
lier date than Montgomery Ward. 

It is quite evident that neither stock is 
attractive on the basis of recent opera- 
tions, but this record after all is a mea- 
sure of one of the least profitable periods 
in the history of either company. Look- 
ing forward to the results of the recov- 
ery period, there appears to be little 
doubt but that both companies will share 
in any expansion of public purchasing 
Of the two, Sears, Roebuck af- 
fords more attraction for early earnings 
recovery, but Montgomery Ward ap- 
pears to be the greater laggard of the 
two issues as it has not discounted 
future earnings in its market price to 
the same extent as has Sears, Roebuck. 


UTILITIES UNDER THE EAGLE 


concluded from page 229 


earnings. Increasing consumption to- 
gether with economies already in ef- 
fect will more than offset the additional 
expenses, but the latter should prove an 
effective barrier to further rate cuts. 
The net result should be that the utili- 
ties over the next year or two will re- 
cover a large part of the earnings lost 
between 1929 and 1933, and later on 
their earnings should attain new high 
levels. Maintenance of confidence in 
the securities of the sound companies 
is therefore justified. 


Home Owners’ 


Loan Corp. 
Bonds, Due 1951 
(Created by a Special Act of Congress) 


Interest guaranteed by 
U. S. Government 
BOUGHT - SOLD - QUOTED - 
Circular H-Il sent on request 


pares WS. 


Members New York Real Estate 
Securities Exchange 


29 Broadway, N. Y. C. 
Tel. Digby 4-4180 4 


We invite inquiries from in- 
dividuals who desire to open 


MARGIN ACCOUNTS 
either in 


100 Share Lots or Odd Lots 


OUR BOOKLET 


“Stock Exchange Service”’ 
and our current BULLETIN 
sent on request for FW-6 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop - 
20 Broad St. New York 


Management 
= Problems # 


| Whatever their nature they may be 
| solvable. Reorganization and re- 
financing of corporations of good 
past earnings records and prospects 
Interview solicited by 


correspondence 
H. D. WILLIAMS 
120 Broadway New York City 


ege 
Utilities? 
Buy, Hold, or Sell, Now? 
Send for sample copy, free, of our 

“‘Special Utilities Report”’ 


AMERICAN SECURITIES SERVICE 
Suite 3120, 50 Broadway, New York 


247 


Y 
| 
| 
| 
|| 
| 
| | 
| 
| 
| 
| 
| 
| 
} 
| THE MYSTERIOUS WORLD a 
| 
| WITHIN YOU | 
Those strange feelings of intuition and premo- nad 
nition are the urges of your inner self. Within ee 
you there is a world of unlimited power. Learn see 
to use it and you can do the right thing at the eo 
right time and realize a life of happiness and ae 
abundance. Send for new, FREE, SEALED 
BOOK that tells of these fascinating facts. 
ROSICRUCIAN 
SAN JOSE, CALIFORNIA 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation 
any’ of the booklets listed below will be sent free 
direct from the houses by whom issued 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


10 RULES OF A SUCCESSFUL STOCK MARKET TRADER— 
A useful folder giving 10 rules used by a Market Trader who 
has found them very profitable in actual use. 


EXPLANATION OF OIL AND GAS ROYALTIES—Is the title 
of an interesting descriptive booklet issued by a well-known 
vil royalty house. Sent without obligation. 


LEARN THE PRINCIPLES OF SUCCESSFUL TRADING— 
A folder of .current interest that may completely change your 
market methods and turn Losses into Profits. 


MAKING MONEY IN STOCKS—A straightforward, comprehen- 
sive treatise on sound methods to pursue in the purchase and 
sale of listed securities. 


THE POINT AND FIGURE METHOD AS USED BY WALL 
STREET INSIDERS—Is the title of a book which gives full 
detailed explanation of the theory and practice of one, three 
and five point figure charts as used by “‘the Street’s’”’ most suc- 
cessful operators. Descriptive literature upon request. 


AN EXPLANATION OF LIFE ANNUITIES—This booklet is- 
sued by one of the most prominent insurance companies, tells 
how a life annuity can be arranged to comply with any cir- 
cumstances and ideas for future income. 


HOME OWNERS’ LOAN CORPORATION BONDS, DUE 1951— 
If you are interested in this type of security created by a 
special act of Congress, the interest on which is guaranteed 
by the United States Government, send for descriptive circular 
without obligation. 


MAKING PROFITS IN SECURITIES—Valuable stock market 
booklet explains methods employed by successful investors. 
The part which fundamentals play and the market's technical 
condition, as well as general sound methods for income and 
profit building, are pointed out. 


MARGIN REQUIREMENTS—Leaflet explaining margin re- 
quirements have been prepared by a well-known brokerage 
house. Members of the New York Stock Exchange. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVES- 
TOR”—Is the title of a booklet just issued by a well-known 
Stock Exchange firm. 


SAFETY PLAN—Adopted by clients of a financial service. 
Protects trading fund, no matter whether market up or down 
with risk of only part of paper profits. Copy of F naa con- 
ego B tabulation of assumed application to trading fund. 
available. 


WHEN TO BUY AND WHEN TO SELL—An interesting dis- 
cussion of these questions from the technical viewpoint is 
presented in the folder “How to Protect Your Capital and 
Accelerate Its Growth.” 


SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
. public utility securities. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 


FOUR FAMOUS FORECASTING FA&CTORS—Explaining a 
theory perfected by a well-known institution by which a 
direct method of diagnosis may be derived solely from the 
“Technical Action” of the Stock Market. The value of this 
basic solution of the investor’s problem is expressed through- 
out the booklet. 


THE DOW THEORY—Its development and usefulness as an aid 
in speculation as interpreted by an outstanding financial au- 
thority. Comprehensive information is now available, 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


933 193 


*Crude Oil Production (bbls.)....... 2,756,400 2,766,500 2,114,000 
Electric Power Output (000 K.W.H.) 1,650,205 1.436 ,440 


tSteel Output (% of capacity)....... 03 14% 
‘Automobile Production (U.8. A)... 50,047 53,920 25.265 

Bank Clearings New York City... .. 2,63 2, 
iBank Clearings Outside of N. Y.C.. 1,591 1,479 1,609 

Total car lOAGINGS.. 634,845 622,759 518,440 

Bituminous Coal Production....... 1,264,000 1,229,000 25,000 


Financial World Index of Indus- 
crial 58.6 58.1 37.5 


*Daily Average. tlron Age. {Cram’s Report. §000,000 Omitted, 
§Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


A A 16 
(000,000 omitted) ug. ug. ug. 
Deposits—New York City........ ; $6,347 $6,307 $5,953 
Deposits—Outside New York City.. 9,422 9,487 8,976 
Loans on Securities—N.Y.C...... 1,757 1,800 1,651 
Loans on Sec.—Outside N. Y.C.... 1,980 1,995 2,359 
*Investment—New York City. ..... 1,052 1,041 952 
*Investments—Outside N. Y.C..... 1,893 1,898 1,904 
Total loans and discounts....+..... 8,505 8,583 9,355 
Total commercial loans............ 4,768 4,788 5,345 
Total net demand deposits........ > 10,378 10,363 10,147 
Total time deposits............... 4,516 4,534 4,580 
Total brokers’ loans... ........... 853 894 355 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 63.6% et | 54.8% 
N. Y. Federal Reserve Bank ratio... 618% 60.5% 55.9% 
Total Money in Circulation... ..... $5.59 $5,611 $5,684 


*Other than U. 8. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
Par ¢ Aug. 29 Aug. 30 Aug.29 Aug.3 
$4.86 % England... . $4.56 $3.47 44| Copper. . . $0.09 $0.05 4% 
1.00 Can. Dollar. 95.38 89.25 Cotton.... .0965 087 
3.92c France..... 5.59% 3.91 %| Iron...... 17.34 13.84 
S28 §.11%%| Lead..... .036 
13.90 Belgium*.. .19.93 13.86 %| Rubber... .0723 045 
23.82 Germany.. .34.00 23.77 Silver.... .36% 
49.85 Japan... ...26.94 23.25 Sugar.... .047 04 
11.96 Brazilt..... 8.25 7.20 §Wheat.... .88 57 \% 


*Belga. tNominal. §December futures. 


4 WEEKLY CAR LOADINGS 
Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Weekended Same 
August 12 week 


Change 
Eastern District 1933 1932 % 
Baltimore & Ohio........ 50,302 37,634 +34 
Chesapeake & Ohio............... 32,257 23,244 +39 
Cleve., Cinn., Chicago & St. L...... 28,762 16,057 +16 
Delaware & Hudson. ............. 12,271 9,437 +30 
Delaware, Lackawanna & Western . 13,991 11,450 +22 
New York, New Haven & Hartford. 21,030 18,256 +15 
New York Central. ...... 89,910 69,628 +29 
New York, Chicago & St. Louis .... 12,233 10,542 +16 
Norfolk & Western . ............. , 25,087 16,063 +56 
8,836 6,352 +39 
Western Maryland............... 7,222 4,555 +59 
Southern District 
Atlantic Coast Line. 10,328 8,534 +21 
Louisville & Nashville ........... 22,201 17,135 +30 
Seaboard Air Line................ 8,821 7,851 +12 
Southern Ry. System............. 28,354 25,085 
Northwest District 
Chicago & Great Western......... ‘ 4,591 4,088 +12 
Chi., Milw., St. Paul & Pacifie ..... 23.772 20,708 +15 
& Northwestern ........ 33,219 26,955 +23 
17,534 11.510 +52 
Northern Pacific 11,368 9,769 +16 
Central West District 
Atchison, Topeka & Santa Fe....... 21,410 24,610 —13 
Chicago, Burlington & Quincy...... 20.138 18,098 +11 
Chicago, Rock Island & Pacific. 15.960 16,093 -1 
Chicago & Eastern [inois eet 4.400 3,856 +14 
Denver & Rio Grande Western... .. 3,887 3, +17 
Southwestern District 
Kansas City Southern............ 936 2,253 +30 
Missouri-Kansas-Texas............ 335 6.476 -2 
St. Louis-San Francisco .......... 10,433 10,097 + 3 
St. Louis-Southwestern 2.994 2,694 1 


‘Compiled from American Railway Association figures) 
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Read Below— 


The August Letter from 
A July Trial Subscriber 


(Please show this to a friend) 


MONG the thousands of investors who sent us $1 for four issues of The Financial World 

in July was Mr. Geo. H. Christensen, New York City. His trial subscription expired 

with the August 2nd issue. On August 10th he sent $10 for a year’s subscription. The follow- 
ing letter accompanied his order: 


''My trial subscription has afforded me the oppor— 
tunity of forming a definite opinion concerning 
your magazine. Now, at the expiration of this sub— 
scription, I am taking the liberty of expressing 
my complete satisfaction with The Financial World. 
Its completeness, arrangement and authenticity 
stamp it as a magazine quite indispensable to any-— 
one interested in finance, economics or even cur— 
rent events. Accept my subscription for one year, 
during which time I anticipate further benefits 
and continuous satisfaction. '' 


HE many similar appreciative letters we receive from enthusiastic subscribers show one 

thing very definitely. They show that America’s 30 Year Old Investment Weekly meets 
the exacting needs of both large and small investors, who realize how important it is to get 
the vital facts from a dependable source before investing. 


One reason why The Financial World is so popular with successful investors is because they 
know that all matter presented in our columns is absolutely unbiased. Our editors are all 
highly trained men who realize that our continued success depends upon giving satisfaction 
to our many subscribers. We must serve well to succeed. 


We have recently improved the monthly supplement which is given to each yearly subscriber so 

‘that besides the weekly visits of The Financial World, you have one of the most comprehensive 
stock rating and data books available. Our Confidential Advice Department is only for use of 
yearly subscribers. This feature alone is considered by many as worth more than the $10 
charged for a subscription. 


E HAVE just about enough copies left from our first edition of the new book entitled— 

Profitable Investment Simplified—to take care of all orders received. We urge you to 
subscribe at once so that you will not have to wait several weeks for the new edition which will 
be necessary soon. Remember, this book is included without extra charge in addition to the 
many regular features of our service. 


Be forehanded by subscribing before fall recovery starts. $10 invested in a subscription right 
now may easily be worth 100 times as much as a subscription one year from now. Why delay? 


Subscribe THE FINANCIAL WORLD 

P romptly 53 Park Place, New York, N. Y. 

to Receive 

“Profitable I enclose $10 for a year’s subscription for The Financial World (America’s 30 
Year Old Investment Weekly) together with all the other regular features of your 

Investment Threefold Investment Service. In addition | wish to have you send me by return 

Simplified” mail a free copy of your 116-page book—“Profitable Investment Simplified” —( Vital 


Facts About 50 Leading Stocks). 
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Pointing the Way to Profits 


market. 


risks. 


There is no ‘royal road to riches’’ in the stock 
Successful investment and success- 
ful speculation both require study. No 
amount of information is an absolute guaran- 
tee against loss, but the man who understands 
the basic principles underlying security ap- 
praisals and price movements is best prepared 
to interpret new developments and minimize 


Through Books You Use Other People’s Experience 


“VALUATION OF INDUSTRIAL 
SECURITIES” 


By Ralph Eastman Badger (188 pages) + $5.00 


Not a big book in size, but big in practical value to 
help investors determine security values. The author 
(who also wrote ‘Investment Principles and Prac- 
tices’’) tells the proper relation between earnings and 
values for various types of securities and a method of 
valuation susceptible of proof. Specific cases from 
actual practice are presented. Price $5.00 postpaid. 


“INVESTMENT FUNDAMENTALS” 
By Roger W. Babson - - - - - = = $3.00 


The head of Babson Statistical Organization, Inc. 
sets out to take the mystery out of successful invest- 
ment in securities. His book contains answers to 
questions asked by the average investor, and a spe- 
cific guide to the profitable use of surplus capital. 
Methods and principles presented can, the author be- 
lieves, be applied to $1,000 or $100,000. Price 
$3.00 postpaid. 


“WHAT MAKES STOCK MARKET 
PRICES?” 


By Warren F. Hickernell - - - - . - $3.00 


Pools, accumulation, price manipulation, artificial 
control, profit taking—how the outsider can detect 
and guard against these phases of stock market 
operation are here frankly discussed by the former 
managing editor of Brook, ‘re Economic Service. 
Price $3.00 postpaid. 


“SUCCESSFUL SPECULATION IN 
COMMON STOCKS” 
By William Law (420 pages) - - - - $3.50 


The technique of stock speculation is here analyzed 
and explained. The author points out the essential 


risks and shows how those risks may be reduced to 
a minimum. The mechanics of trading and move- 
ments of stock prices are ably discussed. Price $3.50 
postpaid. 


“ANALYSIS OF FINANCIAL 
STATEMENTS” 


By Harry G. Guthmann C.P.A. (454 pages) $5.00 


More attention to, and a clearer understanding of 
financial statements, of the real significance and im- 
portance of every item will be worth millions of 
dollars annually to American investors. How can an 
intelligent picture of a company’s activities be formed 
from its earnings reports? The Assistant Professor 
of Finance of Northwestern University undertakes to 
answer that all important question in this book. 
Price $5.00 postpaid. 


“THE DOW THEORY” 
By Robert Rhea (257 pages) - - - - $3.50 


This study of market trends presents clearly and 
concisely Robert Rhea’s explanation of the Dow 
Theory—the most complete and understandable in- 
terpretation of movements of Dow-Jones Averages. 
Its value to the trader and the investor is increased if 
studied in connection with Mr. Rhea’s ‘Graphic 
Charts’ described on this page. Price of book only 
$3.50 postpaid. 


“GRAPHIC CHARTS” 
By Robert Rhea - - - - - = = = $12.50 


This set of 37 charts (11 x 17 inches) in a loose 
leaf binder shows the daily movement of Dow-Jones 
railroad and industrial averages, 1897 to July 1, 
1933; also 2 charts of monthly range; 2 charts of 
rallies and declines; | extra blank sheet; charts also 
icture daily sales; all plotted on logarithmic paper. 
ese charts are particularly useful in connection with 
Mr. Rhea’s book ‘‘The Dow Theory.” 37 charts in 
binder for $12.50 postpaid. 


Send Money Order or Check With All Book Orders 


BOOK DEPARTMENT 
THE FINANCIAL WORLD, 53 PARK PLACE, NEW YORK 
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Make the M O f th : 
ake the Ost ut ofr the 
Next Market Upswing 
HE successful investor is the one who keeps his portfolio 
adjusted to varying market conditions and to determinable busi- 
ness prospects. His program is not varied to accord with the unwar- 
ranted optimism or gloomy pessimism of day-to-day speculative I 
guessing. Not that speculative market movements are of no interest . 
to the investor. They are. But, only because they create opportu- Me 
nities for acquiring sound substantial issues at attractive prices, or for 
for disposing of securities which have advanced to levels beyond a 7 
reasonable discount of their future worth. 2 
EEP your portfolio in harmony with investment conditions by 
registering it for supervision by THE FINANCIAL ( 
WORLD RESEARCH BUREAU. Follow a conservative pro- fe 
- gram prepared especially for you after a thorough consideration of ’ 
every factor in your personal situation. The portfolio existing at - 
the time you enroll as our client will be painstakingly analyzed and ar 
we will suggest the exact revisions necessary to establish it in agree- r 
ment with the current business and economic outlook. at 
ROM time to time thereafter, as conditions dictate, your portfolio 
will be adjusted to meet new situations or significant changes in 7 
the investment outlook. Opportune buying suggestions, selling . 
recommendations, attractive replacements—all fit exactly into your of 
portfolio and resources, for everything is personal and individual. ; 
There are no group advices; nor any speculative trading recommen- : 
dations. The cost is moderate. For complete information clip s¢ 
and mail the coupon below—or write a letter if you prefer. 
Send for this pamphlet today 
FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New. York, N. Y. 
| Please send me your pamphlet that explains (without obligation to me) how your personal 
{| supervisory service would assist me to adopt a progressive investment program. I enclose i eee c 
{ @ list of my investments (showing the number of shares and their original cost) to guide you /|_ " 
| in telling me just how The Financial World Research Bureau will aid me. 9-13-33 - 
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